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CHAPTER 1. 
INTBODUOTOBT STATEMENT. 

The Joint Legislative Committee on Housing, presents this 
intermediate report of its work to date with recommendations for 
legislation. 

Your Committee was appointed at the regular session of the 
Legislature, April 18, 1&19, and immediately began the taking of 
testimony and as a result a special session of the legislature was 
called for June 16, 1919 by Governor Alfred E. Smith to con- 
sider Housing conditions and l^slation. The Committee recom- 
mended and the Legislature adopted the following: 

1. An amendment to the Tenement House Law to permit the 
remodelling of dwellings for occupancy by not more than four 
families. 

2. An act permitting savings banks to make building loans with 
proper safeguards. 

3. A resolution urging the representatives in Congress from 
this State to secure Federal Legislation extending to home owners 
opportunities similar to those afforded by the Federal Farm Loan 
Act 

4. A resolution urging members of Congress from this State 
to seek legislation exempting bonds of the Land Bank of the State 
of New York from Federal taxation. 

5. An act requiring twenty instead of ten days notice to be 
given before dispossessing a tenant. 

6. An act permitting the Municipal Court to stay the execu- 
tion of dispossess warrants for twenty days instead of five days. 

The Committee continued its work through the summer and 
fall of 1919 taking testimony in New York, Albany, Schenectady, 
Syracuse Rochester, Buffalo and Washington, D. C. 

At the regular session of the Legislature of 1920 the Committee 
recommended the following: 

1. An act to exempt the interest on mortgages from the State 
Income Tax. 

2. A resolution memorializing Congress to make a similar ex- 
emption of interest on mortgages from the Federal Income Tax. 

Neither of these was adopted by the Legislature. 

til 
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Upon recommendation of the Committee statutes were enacted, 
providing as follows. 

1. Where the time is not particularly specified in an agreement 
for occupation of premises in the City of New York, it shall be 
deemed to continue until the first of October following such agree- 
ment. 

2. A new section of the Penal Law, known as section 2040, 
making the failure to furnish water, heat, light, power, elevator 
service, telephone service or interference with the quiet enjoy- 
ment of the premises a misdemeanor. 

3. An amendment to section 2244 of the Code of Civil Pro- 
cedure, permitting the court to give affirmative judgment upon 
a defense or counterclaim set up in a summary proceeding. 

4. Providing that the landlord seeking to dispossess a tenant 
on the ground that he was objectionable must prove to satisfaction 
of the court that the tenant was objectionable. 

6. An amendment to Code of Civil Procedure, providing that 
in an action to recover real property a tenant might put in an 
oral answer setting up the same defense or counterclaim that 
he could interpose in a special proceeding and authorizing the 
court to render affirmative judgment thereon. 

6. Permitting a tenant sued for rent to set up the defense 
that the rent demanded is unreasonable, unjust and the agree- 
ment under which it is sought to be recovered oppressive, and 
providing also that an increase of twenty-five per cent in rent 
was presumptively unreasonable. 

7. Permitting the justice of the Municipal Court in a pro- 
ceeding to dispossess for non-payment of rent, to grant a stay 
not exceeding twelve months upon condition that the tenant pay 
such rent as the court should fix as reasonable during the time 
of the stay. 

8. Repealing section 230 of the Real Property Law as to the 
liability of a tenant holding over. 

9. That the landlord should have no right to dispossess for 
non-payment of rent if the amount demanded was greater than 
that paid for the preceding month, or if it had been increased 
more than twenty-five per cent over what it was one year prior 
thereto. 

10. Providing that the landlord must give to the tenant thirty 
days notice to move, to be served in the same manner as a precept 
in summary proceedings. 
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The most important of the preceding enactments were the one 
providing for the special defense as to the reasonableness of 
the rent; the one giving to justices the power to stay the execu- 
tion of the warrant; and the penal statute making it a mis- 
demeanor to fail to furnish the facilities called for in the agree- 
ment. The purpose of the Legislature had been to keep the tenants 
in the apartments occupied by them and to protect them from the 
extortionate demand of rent, and also to prevent their being 
forced out by refusal to furnish them with the necessary con- 
veniences incident to their occupancy. Experience during the time 
between the adjournment of the Legislature in April and the 
first of September showed that the results sought for had been 
only partially secured. The provision for the stay was effective 
in preventing immediate dispossessing of tenants, but it left them 
in great anxiety and uncertainty as to whether their stays would 
be continued in case of their inability to find other quarters. The 
increasing of rents continued. By September of 1920 so many 
thousands of notices to quit had been served that the unrest 
amongst the rent payers of New York City amounted almost to 
panic and to meet the serious situation which had arisen, a special 
session of the Legislature was summoned by Governor Alfred E. 
Smith for September 20, 1920. 

The Committee submitted a brief report and recommended the 
adoption of additional l^slation as follows : 

1. Amending the Code of Civil Procedure taking away the right 
of the landlord to dispossess a tenant holding over except in four 
cases. 

a. That the tenant was objectionable and the fact that he was 
objectionable must be established to the satisfaction of the court. 

b. That the owner being a natural person seeks in good faith 
to recover the premises for his own use and occupancy as a 
dwelling. 

c. For the purpose of demolishing the premises in order to erect 
a new building, plans for which have been filed and approved by 
the Superintendent of Buildings. 

d. To recover premises in good faith sold to a corporation 
formed under a cooperative ownership plan the entire stock of 
which is held by stockholders in proportion to the space occupied 
by them and all apartments leased to stockholders for their per- 
sonal occupancy. 
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2. Taking away the right of the landlord to disposses a tenant 
where the rent had been increased over the amount paid for the 
month preceding. 

3. Amending the statute providing for the special defense of 
unreasonableness by providing for the filing of a bill of particu- 
lars; that a judgment recovered by default should contain a pro- 
vision that if the judgment be not paid within five days after entry 
and service of a copy upon the plaintiff, the defendant should 
be dispossessed; Providing for the deposit of the rent with the 
clerk of the court; Giving power to the court to open a default 
in a proper case ; providing for deposit in case of appeal. 

4. Providing that no action to recover the possession of real 
property, occupied for dwelling purposes in a city of one million 
or more shall be brought, except in the four instances in which 
a holdover tenant might be dispossessed in summary proceedings. 

5. Exempting dwelling houses from local taxation until Janu- 
ary 1, 1932, if in course of couBtruction at the time of the passage 
of the Act, or commenced before April 1, 1922 and completed 
within two years thereafter. 

6. An Act permitting the court to stay the execution of the 
warrant to dispossess pending a motion to vacate the order direct- 
ing the issuance of the warrant and to vacate the warrant if the 
order be vacated. 

7. Amending section 2040 of the Penal Law, making the re- 
fusal to furnish the usual facilities required by a lease, express or 
implied a misdemeanor and making it applicable to the agent, 
manager, superintendent or janitor, as well as the owner or lessor. 

8. Making the bonds of the Land Bank of the State of New 
York a legal investment for savings banks. 

9. Extending the time of service of a precept from three to 
five days and making the return day ten instead of five days. 

10. An Act taking away the jurisdiction of the justice of peace 
in the city of Yonkers to take cognizance of an action to recover 
rent 

The constitutionality of a number of these laws affecting the 
right to disposses tenants and giving the special defense of un- 
reasonableness of the rent, were attacked and the cases were 
carried to the Court of Appeals of the State of New York and 
the Supreme Court of the United States, in a number of cases 
involving various phases of the laws. Decisions sustaining the 
constitutionality of the laws in every case were rendered. 
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At the r^ular session of the Legislature of 1921 some further 
amendments to the statutes heretofore referred to were adopted 
as follows: 

1. An act incorporating the law providing for dispossessing 
holdover tenants in the Civil Practice Act. 

2. To incorporate in the Civil Practice Act the provision of 
the law that a tenant could not be dispossessed for non-payment of 
rent if the rent had been increased over that for the month pre- 
ceding. 

3. An amendment to the law permitting the reasonableness of 
the rent to be set up as a defense, as follows : 

(a) Providing that the defense should not be allowed if three 
successive monthly installments had been paid after the com- 
mencement of the term and the passage of the amendment. 

(b) Providing that all actions for rent if brought in the Su- 
preme or County Court must be in the county where the property 
is situated and if in a Municipal Court in the district in which 
the property is situated. 

4. An amendment to the Tax Exemption Law, having the effect 
of validating the ordinance of the Board of Aldermen of the City 
of New York, adopted February 15, 1921, by which the City of 
New York accepted the privileges permitted by said act, with 
certain conditions. 

The statute permitting the tenant to set up the defence that 
the rent is unjust and unreasonable and the agreement under 
which it is sought to be recovered oppressive and those restricting 
the right of a landlord todispossess a tenant are emergency laws 
and remain in force only until November first, 1922 tinless 
further extended by the Legislature. 



CHAPTER 2. 

AUTH0BIT7 AND SCOPE OF XNVEfiTIOATION. 

(1) Creation of Committee. 

Pursuant to a resolution adopted by the Legislature on April 
18, 1919, your Committee was appointed to: 

"investigate and ascertain all housing and tenement house 
conditions and the causes for the lack of construction of new 
buildings, flats and apartments for rent in cities, and especi- 
ally in the city of New York, and the causes of the continu- 
ous increases in rents, charged to tenants of apartments, 
flats and dwelling places in cities and especially in the city 
of New York, to report and disclose the facts showing 
whether such increase in the lack of construction be justified 
or not * * * and to formulate such legislative plan as the 
Committee may deem practicable and effective to prevent the 
exaction of excessive rents from such tenants." 

After the adjournment of the Legislature, your Committee 
duly organized and began the investigations directed by such 
resolution. 

The investigation disclosed that there existed such an alarm- 
ing shortage of dwellings in the large communities of the State, 
and especially in the city of New York, and that housing condi- 
tions were generally so deplorable, and growing steadily worse, 
that there existed an emergency that would not only justify but 
require the Legislature to enact remedial laws. 

It became evident as investigations' proceeded that the housing 

congestion and its attendant hardships were not primarily due to 

rent profiteering, but that the latter, which had become general 

and extortionate, was the effect and not the cause of the former. 

The root of the evil was not located in the relationship of landlord 

and tenant but extended deeply into the industrial and mercantile 

world. The prohibitive rents that were being demanded and to 

which the tenants were forced to submit, were found to be due 

mainly to the operation of the inexorable economic laws of supply 

and demand, to which was added the prohibitive cost of building, 

largely brought about by the artificial conditions hereinafter 

described. 

W 
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Due to the exigencies of the war and to the necessity for con- 
centrating all the energies of the country upon war work and the 
vast building program connected therewith, private building 
construction became impossible. Neither the labor nor materials 
were to be had at any price ; the cost would in any event have been 
prohibitive and it would have been unpatriotic to have diverted 
our resources from the winning of the war, whidh was our ulti- 
mate goal. 

Meantime, while our population was steadily increasing, old 
residential properties were tottering into obsolescence and became 
unfit for human habitation from age and the inability of the 
owners to secure the labor to keep them in repair. Business 
buildings were encroaching upon residential sections due to 
business expansion, and before we realized our situation we 
found ourselves face to face with a housing famine that continues 
to be a peril to the life, health, safety and morals of the entire 
community to an extent not generally recognized and that has not 
yet been appreciably relieved. 

The conditions of living thus created and still existing among 
the masses of our people defy description. The term "overcrowd- 
ing '^ conveys no conception of the situation. In the city of New \ 
York it has become necessary to practically suspend the opera- / 
tion of our sanitary and building laws so as to preserve any sort J 
of roof over the heads of the poorer population. There are said"^ 
to be here over 100,000 recorded violations lodged against build- 
ings that the public authorities dare not enforce; thousands of 
our people are huddled together in unsanitary and even unsafe 
tenements that are unfit for human habitation. If > a contagious 
disease should take hold of the city of New York it would spread 
like wildfire in these many congested districts and nothing short 
of good fortune would prevent it from becoming a plague- stricken 
cily. 

In the city of New York alone there is now a shortage of 
approximately 80,000 low-priced homes to house 400,000 human 
beings as compared with the normal conditions of pre-war times. 
This has, of course, meant abnormally high rents, whilst high 
rents have in turn involved douWing-up and indecent, insanitary 
overcrowding. 

In order that the Committee should be able to review the ques- 
tion of the existence and extent of the shortage of housing accom- 
modations from every point of view, the two leading associations 
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of owners of real estate in the city of New York, to wit, the Real 
Estate Board of New York and the United Real Estate Owners 
Association, were invited to present their views through their 
officials and to call such witnesses as they might elect. The 
last-named association frankly conceded the existence of the 
emergency and the necessity for the Rent Laws. The Real Estate 
Board of New York, which includee in its membership agents and 
brokers as well as owners of real property, has insisted that there 
is not now and has never been a substantial shortage in housing 
accommodations in the city of New York. On that ground it 
opposed the enactment of the Emergency Rent Laws, but, while 
claiming that there is no such shortage in accommodations for the 
middle and well-to-do classes that would justify the enactment in 
the first instance or the extension of the present laws, its officials 
now admit that such a shortage exists with respect to the low- 
priced accommodations most needed by the masses of the people. 

Without submitting any local statistics in support of its claim 
it takes issue with the public officials of the city of New York 
as to the character and extent of the s:hortage and as to the means 
that have been adopted to correct that situation. 

The Real Estate Board has presented a number of suggested 
amendments to the existing laws, which have received the serious 
consideration of the Committee. It has presented no persuasive 
evidence in support of its contentions, although invited to do so, 
and your Committee is not impressed with the justice, soundness 
or impartiality of its general attitude. It prefers to accept the 
statistical information furnished by the public authorities, from 
which it appears that a housing shortage exists to the extent 
above indicated. 

The Real Estate Association of the State of New York, 
by resolutions at its special and annual meetings has whole- 
heartedly supported the conclusions of the Committee. The Com- 
mittee feek that the attitude of The Real Estate Board is, perhaps 
sub-conseiously, largely influenced in its conclusions by the very 
natural desire to advance the interests of its members whose 
holdings might be unfavorably affected by a comprehensive 
program of building construction that would reduce the pre- 
sent abnormal demand for accommodations and thus render 
the owners of the class of property that is required to house the 
nilasses less productive and would correspondingly interfere with 
the ability of such owners to secure the rents that they are mm 
receiving under the pressure of the existing emergency.. 
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Your Committee, finds that the conditions above indicated 
continue to exist and that the housing shortage in the city 
of New York is increasing in the class of accommodations that 
are required for the masses of our people. The fact that rents 
for this character of accommodations are in many instances 150 
per cent higher than in pre-war times and that there are no 
vacancies is to our minds conclusive. 

The problem will not solve itself by the operation of economic 
laws. The deficiency in accommodations of the character most 
needed will not be supplied for the reason that this type of house 
cannot be produced as a .paying investment for rentals that the 
average wage-earners can afford to pay at the present costs of 
construction and materials, nor at the prevailing prices of labor, 
except in large units on a non-speculative plan. The only solu- 
tion (apart from State or municipal aid which would require a 
constitutional amendment that would require two years or 
more to enact and which your Committee is not prepared to 
recommend) is to be found in the bill that has been hereto- 
fore introduced and is now pending before your honorable 
body. We believe that with the aid of this legislation and of 
the remedial measures that we are about to offer the housing 
shortage will be largely remedied within eighteen months if the 
Committee is permitted to continue along the lines already fol- 
lowed and further indicated in this report. 

While there are manv evidences of the unconscionable 
profiteering by landlords upon our sorely-tried communities, 
it would be most unjust to indict the entire landlord class or any 
substantial part thereof as responsible for the present situation. 
We take it that our task is to encourage and stimulate 
all measures for increasing the supply until it equals the demand 
and thus eliminate the opportunity for extortion. 

(2) Powers of Committee Enlarged. 

Your Committee found profiteering, restriction of competition, 
price-fixing, trade strangulation and similar abuses in almost 
every phase of the building and allied industries. The manufac- 
turer, jobber, middleman, contractor, labor leader and the laborers 
themselves, were all found to be locked in combinations, having 
the cumulative effect of making the construction of a building 
well-nigh an economic impossibility. 

Your Committee therefore realized that its powers as defined 
by the resolutions of April 18, 1919, and April 24, 1920, should 
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be enlarged so that it might comprehend in its researches the 
startling conditions the existence of which its preliminary inves- 
tigations indicated. The Legislature accordingly upon the re- 
question of your Committee adopted on September 24, 1920, at 
the extraordinary session the following resolution: 

" Whbbeas, a joint legislative committee was heretofore 
constituted pursuant to resolution duly adopted, April 18, 
1919, and April 24, 1920, authorized to investigate and 
ascertain all the housing conditions and causes for the lack 
of the construction of new houses, flats and apartments for 
occupancy or rent in cities, and especially in the city of 
New York, and 

" Whebeas, It appears from the preliminary report of 
said committee that its investigations are unfinished and 
that the same cannot be concluded during this extraordinary 
session of the legislature and that the resolution under which 
it is now acting is insufficient in its delegation of powers to 
permit of the scope of inquiry that is believed by the com- 
mittee to be necessary; therefore be it 

" 'Resolved, That said resolutions be and the same hereby 
are amended and added to as follows : 

" Whebeas, There has been and is continuing an alarm- 
ing shortage in the number of new flats, apartments, tene- 
ment houses and homes for rent in the cities of the state, 
and especially in the city of New York, which has led to 
the cessation of building operations, and 

" Whereas, As a result of said shortage there are insuffi- 
cient living accomodations for the people of such cities and 
such shortage has resulted in the exaction of exorbitant rents 
so that the people are unable to secure housing accomoda- 
tions within their means; and 

" Whebeas, It has been charged that these conditions are 
due among other things, to the maintenance of exorbitant 
and fictitious prices of building materials caused by unlaw- 
ful combinations, associations, agreements or understandings 
among manufacturers and dealers in building materials and 
to the inability to obtain or borrow money on bond and mort- 
gage on such improvements ; and 

"Whebeas, The cost of building materials is largely 
afl^ected by the cost of the transportation thereof due to ex- 
cessive rates and tariffs charged for the transportation of 
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building materials either by rail or water, especially upon the 
canals of the state and other navigable waters thereof and 
to excessive charges for the use of docks and piers controlled, 
leased or operated by private ownership along and upon the 
navigable waters of the state." 

" Whbbeas, It is imperative for the welfare of the state 
to, so far as possible, relieve the enaergency that has- thus been 
created by stimulating the construction of new buildings, and 
it is believed that in order to accomplish this, a program of 
corrective and constructive legislation will be necessary and 
that such program cannot be entered upon until there has 
been an exhaustive and proper inquiry into the causes of 
existing conditions ; wherefore, be it 

'^ Resolved (if the Assembly concur). That said joint com- 
mittee be and is hereby continued and that to such committee 
there be and hereby is delegated tihe further powers and 
duties in addition to those already conferred, to fully investi- 
gate and ascertain housing conditions and causes for lack 
of construction of new houses, flats, tenement houses and 
apartments in cities of the state and especially in the city 
of New York ; the increases made in rents, and report fully 
the facts showing such lack of construction and accommoda- 
tions and the extent of the increases in rents ; to investigate 
and report whether or not the construction of such new build- 
ings is in any way impeded or injuriously affected by the 
existence of one or more combinations, associations, agree- 
ments or undertakings operating or transacting business 
within the state between manufacturers of and dealers in 
any of the materials or supplies that enter into the construc- 
tion of buildings, or between individuals, groups or combina- 
tions of individuals, and to ascertain and report to what 
extent the decrease of such new building operations is 
due to withdrawal of loanable funds on mortgages on real 
property that was formerly available from corporations, as- 
sociations, individuals, trustees or estates and the reasons 
therefor; and to ascertain and report fully the character 
of investments of such corporations, associations, individuals, 
trustees and estates and the advantage, if any, to them of 
preferring other investments to bonds and mortgages upon 
real property; to examine into, ascertain, publicly disclose 
and fully report as to the practices and usages obtaining in 
businesses and trades concerned with the construction of 
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dwelling structures, and among individuals, corporations, 
associations and groups of individuals dealing in or furnish- 
ing building supplies, materials and labor in the construc- 
tion and repair of housing structures, and to include in its 
investigations and inquiry any other thing or matter not 
specifically mentioned, deemed by said committee relative 
or pertinent to the general question of providing housing 
accomodations for the people of the cities, and especially of 
the city of New York, as though mentioned in detail herein, 
and further 

^^ Resolved, That such committee is hereby authorized to 
choose from its members a chairman and such other officers 
as it may deem advisable to conduct as a whole, or through 
sub-committees, at such places in the state as it may deter- 
mine, such hearings and investigations, public or otherwise, 
as it may be advised during or between sessions of the legis- 
lature; to employ necessary counsel, experts, accountants, 
bookkeepers, stenographers, clerical and other assistants; to 
summon and compel the attendance of witnesses ; to compel 
the production of books and records, papers and documents 
of individuals, corporations, associations and other bodies 
or individuals ; to administer oaths to witnesses ; to have the 
assistance and cooperation of state officers and employees and 
departments and access and freedom and examination of 
their reports as may be necessary in its investigations, and 
to have all the power of a legislative committee provided by 
the legislative law; and further 

^'Resolved, That such committee is hereby author- 
ized and directed to investigate the rates, tariff, equipment 
and condition surrounding and pertaining to the towing 
business upon the navigable waters of this state, including 
the canals, together with the dockage facilities and the rates 
and tariff charged for the use thereof in the ports and har- 
bors and along the navigable streams and canals of the 
state." 

" Resolved, That the committee begin its sittings and in- 
vestigation immediately and report the results thereof with 
its recommendations with all convenient speed to the legis- 
lature, and further 

" Resolved, That the further sum of twenty-five thousand 
dollars, or so much thereof as may be necessary, be and 
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hereby is appropriated from the contingent fund of the legis- 
lature for the necessary expenses incurred and to be incurred 
by said committee, to be paid on vouchers approved and 
audited according to law." 

(3) Powers of Committee Further Enlarged. 

Later in the course of its investigations your Committee 
reached the conclusion that the construction of buildings was also 
being prevented in large measure by reason of an unprecedented 
stringency in the money market of the country, and that moneys 
which ordinarily and in normal times were available for building 
operations were directed to other forms of investment. Financial 
institutions that held in trust the funds of the masses of the people, 
tempted by the temporary higher returns, were found to be in- 
vesting those funds in securities that were speculative and pre- 
carious as compared with loans on mortgages on improved real 
property. Scarcely any money was to be found in the mortgage 
loan market, although, as your Committee hereafter shows, care- 
fully selected mortgages on improved real property are the safest 
and in the end the most stable and most profitable forms of invest- 
ment that can be made. 

This situation was further accentuated by the super-taxes on 
incomes imposed by the Federal Government, which resulted in 
the relinquishment of mortgages by individuals and estates 
in favor of tax-exempt securities. 

Your Conmaittee, therefore, found it desirable and necessary, 
incident to the solution of the housing problem, that the character 
of and returns upon the investments of banks, insurance companies 
and financial institutions and the general conditions in the money 
market that caused this diversion of funds from the building in- 
dustry should be investigated and that legislation be suggested 
that would induce the employment of capital in building construc- 
tion. 

Your Committee accordingly asked the Legislature for power 
to inquire into these financial conditions. The Legislature modi- 
fied and enlarged its previous resolution on February 16, 1921, 
as follows : 

" Whebeas, a joint legislative committee was heretofore 
constituted pursuant to a resolution duly adopted April 18, 
1919, and April 24, 1920, whereby such committee was duly 
authorized among other things, to investigate, ascertain an<l 
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report on all housing conditions and causes for lack of con- 
struction of new houses, flats and apartments for occu- 
pancy and renting in cities and especially in the city of 
New York, and 

"Whbbbas, Said committee presented a preliminary re- 
port to a special session of the legislature held in September, 
1920, from which it appears that its investigations were then 
still unfinished, that the same could not be concluded during 
the then special or extraordinary session of the legislature 
and that the resolution under which it had been acting was 
insufficient in its delegation of powers to permit the scope of 
inqufry that was believed by the committee to be necessary, 
and 

"Whbbbas, The legislature at the aforesaid special or 
extraordinary session directed a continuance and enlarge- 
ment of the investigation that was then being conducted 
under the aforesaid resolution of April 18, 1919, and April 
24, 1920, by a joint and concurrent resolution dated Sep- 
tember 24, 1920, to which reference is hereby made and 
which is hereby embodied herein as a part hereof, and 

"Wheeeas, The said committee had continued and is 
still engaged in the investigation directed by each and all of 
the aforesaid resolutions and its work is still unfinished, and 
it appears that in order to complete said investigation and to 
report thereon and to formulate adequate recommendations, 
for legislation based thereon, the powers conferred by each 
and all of the aforesaid resolutions should be continued and 
re^nacted and that the same should be enlarged in the par- 
ticulars hereinafter specified, and 

" Whereas, It is deemed necessary or advisable that for 
the purpose of enabling the committee to more fully investi- 
gate and report upon certain of the matters referred to in the 
aforesaid resolutions, the committee should be clothed with 
power to fully inquire, among other things, into each and 
every matter and thing that affects the present, past or 
future conditions surrounding or in any way bearing or re- 
lating to the construction, ownership, transfer, leasing and 
renting of stores, houses, lofts, apartments and other build- 
ings in all and any of the cities of the state and particularly. 
in the city of New York, 
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" Now, therefore, he U Resolved, as follows : 

" 1. That the aforesaid resolutions of April 18, 1919, 
April 24, 1920, and September 24, 1920, and all the powers 
thereby conferred are hereby reenacted, continued and con- 
ferred upon the conunittee appointed under this resolution 
with the same force and effect as though the text of all such 
resolutions were hereby expressly repeated and embodied 
herein as a part hereof. All the testimony taken and all 
other acts and things done by the committee acting under 
the above-described resolutions are to be deemed and taken 
as the testimony and as the acts and things done by the com- 
mittee appointed under this resolution. 

" The committee as hereby recreated, reconstituted and 
continued shall consist, as did the previous conmiittee, of ten 
members, two of whom shall be members of the old com- 
mittee who are members of the present senate, and the re- 
maining three senate members shall be forthwith named by 
the temporary president of the senate and five members of 
the assembly, including such of said members as are members 
of the present assembly, the balance of such five members 
to be named by the speaker of the assembly. In the event of 
one or more vacancies, from time to time, in the committee 
as so reconstituted, the same shall be filled whether such 
vacancies occur during any recess or after the adjournment 
of the legislature, as to the senate members by the president 
pro tem of the senate and as to the assembly members by 
the speaker of the assembly. 

" The committee may at any time and from time to time, 
by resolution of a majority of its members, be subdivided 
into subcommittees of such number as it shall by a majority 
vote determine. Such subcommittees may sit at the same 
times and places or at different times and places in the 
state of New York. Each subcommittee shall appoint its 
own chairman and may act by majority vote of its own mem- 
bers ; it may administer oaths and issue subpoenas requiring 
the attendance of witnesses and the production of books, 
papers and documents and do all other acts and things that 
may be done by the committee as a whole or that may be 
delegated to it by the committee, subject always to the sub- 
sequent approval or ratification of its powers by the full 
committee. 



16 Joint Legislative Committee on Housing 

" The powers and duties of the committee enumerated in 
the above recited resolutions, or of any subcommittee, to the 
extent authorized by the committee, shall include also the? 
following powers in addition to those delegated and pre- 
scribed under each and all of such resolutions : 

" Inquire into each and every matter and thing that affects 
the present, past or future conditions surrounding or in any 
way bearing or relating to the construction, ownership, trans- 
fer, leasing and renting of stores, houses, lofts, apartments 
and other buildings in any and all cities of the state, and 
particularly in the city of New York, the causes for any 
present lack of living and business accommodations, the 
danger or probability of future lack thereof and the reasons 
and remedies therefor ; the practices and usages with respect 
to the making or withholding of real estate and building 
loans, and covering the costs, payments and expenses involved 
in making and obtaining such loans ; the increase in construc- 
tion costs and rents and the reasons and remedies therefor, 
including in such investigation and in its report the opera- 
tion and effect of the various laws on this subject passed at 
the regular session of the legislature of 1919 and at the 
regular and the special or extraordinary sessions of the year 
1 920 and the advisability of amending or repealing the same 
or any of them. 

" The investigation of the Committee may include any 
and every other matter and thing not specifically mentioned 
in this resolution and in the above described resolutions 
made part thereof relevant to the general question of provid- 
ing, maintaining, stimulating or increasing acoommodaltions 
for housing or business purposes for the people of the cities 
of this State and especially of the city of New York as though 
the same had been expressly specified herein. 

" The Committee as a whole or through subcommittee may 
hold sittings beyond the sessions of the Legislature and dur- 
ing the recesses thereof and after its final adjournment. It 
shall immediately resume sittings and investigation and shall 
report the result of all investigations heretofore made under 
the above recited resolutions with its recommendaitions, with 
all convenient speed, but in no event later than March 1, 
192'2. The Committee may meanwhile from time to time 
make intermediate reports with such recomraendattons for 
remedial legislation as it shall deem advisable. 
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" Resolved, That no person shall be excused from attend- 
ing and testifying before said Committee or before any sub- 
committees thereof, or from producing books, papers, con- 
tracts, agreements or other documents before the Committee 
or such subcommittees in obedience to its subpoena on the 
ground or for the reason that the testimony or evidence, 
documentary or otherwise, required of him may tend to 
incriminate or degrade him or to subject him to a penalty 
or forfeiture; but no person so attending and testifying or 
producing such books, papers or documenits shall be subjected 
to prosecution or to any penalty or forfeiture for or on 
account of the particular transaction, matter or thing con- 
cerning which he may testify or produce evidence, docu- 
mentary or otherwise, before said Committee or subcomlmit- 
tees or in obedience to its subpoena. 

'^ Resolved, That the further sum of seventy-five thousand 
dollars, or so much thereof as may be necessary, is hereby 
appropriated from and out of the contingent fund of the 
Legislature for the necessary expenses heretofore incurred 
and hereafter to be incurred by said Committee, to be paid 
on vouchers approved and audited according to law. 

(4) Procedure of Committee. 

Tour Commifttee announced at the opening of the hearings, 
and each witness was advised, that while it would be impossible 
and contrary to all precedents of legislative investigations to 
permit witnesses to be represented by counsel, every witness 
would be accorded the right, upon the conclusion of his examina- 
tion by the Committee's counsel, to make any explanation he saw 
fit bearing upon his testimony and that if he so preferred he 
might examine the testimony after it had been transcribed and 
might then return to the witness stand to correct, explain or 
modify it. The Committee went also to the unusual extent of 
giving advance information, wherever possible, to every person 
who might be implicated in any testimony given by other wit- 
nesses, to be present at the time, so that he would be afforded 
the opportunity of immediately taking the witness-stand in order 
that both sides could be immediately placed before the public and 
every chance of injustice thus avoided. 

Witnesses were also invited to put such written questions as 
they or their counsel saw fit, to other witnesses in whose testi- 



18 Joint Legislative Committee on Housing 

mony they were concerned, through the counsel of the Com- 
mittee. This privilege was frequently exercised. 

(5) iScope of Inyestigation Under Enlarged Powers. 

Fortified with the enlarged powers extended to it by the legis- 
lative Resolutions of September 24, 1920, and February 16, 
1921, your committee instituted a more thorough investigation of 
the various ramifications of the building and allied trades and 
the causes, industrial, commercial and financial, that contributed 
to the scarcity of buildings and the abnormality of the cost of 
construction. 

Th causes disclosed by the investigation resolved themselves 
into the following chief classes: 

1. Extortion, coercion, illegal combinations and other abuses by 

labor union officials. 

a. Grafting by individuals belonging to unions. 

b. Exclusion of workers from unions; fines and penalties; 

regulations; customs interferences in respect to work. 

2. Unlawful restrictions and regulations contained in constitu- 

tions, by-laws, rules and practices of labor unions and in 
agreements between such unions and unlawful combinations 
of employers. 

3. Combinations among manufacturers of, jobbers, dealers and 

retailers in, building materials and supplies, to restrain 
competition, restrict output, fix prices and create 
monopoly. 

a. Deliberate arrangement of bids on specific jobs ; Hettrick 

and his aids. 

b. Combinations between groups of employers and of same 

with groups of employees; Building Trades Employers 
Association; Building Trades Council. 

c. " Open Price " Associations in Various supplies and 

materials. 

4. Withholding of financing from building construction by money- 

lending institutions. 

a. Fire insurance companies; their rates. 

b. Investments of financial institutions; excessive charges; 

improper investments. 

c. Investment in real estate mortgage; safety of such invest- 

ment. 



CHAPTER 3. 
OEMERAL HOUSmO CONDITIONS; BENT LAWS. 

(1) Importance of Housing Question. 

Of the domestic problems that confront the country at the 
moment that of Housing is one of the most critical and urgent. 

It is estimated that the item of Housing represents about one- 
fifth of the cost of living in all of the great cities of the United 
States. It is by far the most important of the items of cost. 
A famine in Housing with its accompanying invitation to extor- 
tion, profiteering and exploitation is therefore by far the greatest 
deterrent to any effort to secure a reduction in the cost of living. 
Until a condition of normialcy in that item can be restored no 
substantial general reduction can be expected. It is not only 
far-reaching in its direct effects but it indirectly inflates every 
other item that enters into the cost of living, for the reason that 
increased rents on business places must be added to the cost of 
everything we buy. 

(2) Disproportion Between Dwelling Space and Population. 

Conditions in the city of New York, although more acute 
than in smaller cities, fairly represent general conditions through- 
out the great cities of the country. 

Below is a statement year by year from 1910 to the present 
time, of the population of Greater New York, showing the 
increase or decrease in the number of tenements and apartments 
for each of these years, from which it appears that while the 
population from 1918 to the present time has increased over 
six per cent there has been a large decrease due to fire, obsoles- 
cence, demolition and conversion in the number of available 
tenements and an actual decrease for the past eighteen months 
in the number of apartments. 

Population 

of Grreater 

Year New York 

1910 4,76«,S83 

1911 4,822,950 

1912... 4,879,017 

1913 4,93&,084 

1914 4,991,154 

1916 5,047,221 

1916 5,161,786 

1101 



Tenements 


Apartments 


plus 


80 


plus 11,702 


plus 


588 


plus 21,495 


minus 


735 


plus 13,894 


minus 


839 


plus 5,326 


plus 


73 


plus 21,557 


plus 


522 


plus 17,094 


plus 


1,007 


plus 21,507 
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Population 
of Greater 
Year !New York Tenements Apartm^itt 

1917 ....._ 5,276,361 plus 888 plus 19,923 

1918 5,390,917 minus 1,006 plus 5,451 

1919 5,505,482 minus 62 plus 1,297 

1920 5,620,048 minus 236 mmus 1,616 

1921 Jan. 1921 minus 381 minus 219 

1921 5,734,513 July 1921 minus 156 minus 209 

The statistics taken in their entirety are startling and most dis- 
couraging. In 1910, when the population of the city was 
4,766,833 there were 844,599 apartments available in New York 
city. In 1917 when the population was 5,276,351 there were 
981,843 apartments available, being an increase of 134,249 apart- 
ments to meet an increase of approximately 624,034 in popula- 
tion. 

The population in Greater New York as of July 1st, 1921, is 
estimated at 5,734,613 and there were then only 982,771 apart- 
ments available or an increase of only 923 apartments to meet 
an increase of 342,696 m poptdation. As against an increase of 
157,249 apartments in 9 years before the war, we have an 
increase of 923 apartments for the last 31^ years. There have, 
of course, been more than 923 apartments constructed during 
tliat period but the demolitions due to fire, old age and con- 
version to business purposes had brought the net increase of avail- 
able dwelling space in 3^ years to less than 1,000. 

From 1910 to 1917 inclusive there were net actual gains in 
available dwelling space of 16,570 apartments per year. 

As against this it appears from the following table of the net 
increases and decreases of construction in apartments for the 
years 1918 to July, 1921, inclusive, that there have been actual 
losses from 1920 to the present time: 

Number of 
Year Apartments 

1918 a gain of 5,461 

1919 a gain of 1,297 

1»20 a loss of l,ei6 

Jan. 1, 1921 a loss of 219 

July 1, 1921 a loss of 209 

The sum total of these figures shows that construction fell 
behind 69,797 apartments from 1917 to July 1st, 1921. 

From 1910 to 1917 an average of 24,922 new apartments were 
built each year. From 1918 to July 1st, 1921, the following 
construction in dwellings took place. 
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Number of 
Year Apartments 

1918 5,706 

1919 1 ,624 

1920 4,882 

July 1, 1921 1,183 

This shows an average of 3,642 new apartments constructed 
in the post-war period, so that the gross construction feU behind 
73,832 apartments. The gross construction in 3^ years fell 
behind 4,034 more than the net construction which, as above 
stated, feU behind 69,797. All these calculations are based on 
official figures showing a shortage of nearly 70,000 houses on 
July 1st, 1921. 

(3) Abnormal Cost of Construction of Building. 

With this astounding shortage in dwellings, there is a corre- 
spondingly astounding increase in the cost of the essential materi- 
als of building construction. The statistics of wholesale prices 
of building materials from January, 1917, to October let, 
1921, compiled by the Federal Bureau of Labor show how 
greatly such prices have increased. Retail prices have more 
than correspondingly increased. 

The United States Government uses 100 as a unit to indicate 
wholesale prices of commodities. In April, 1920, building 
materials reached a maximum of 341 while general commodities, 
notwithstanding the extent to which they, too, have been exploited 
in every direction, were at their highest point at 272. In Decem- 
ber, 1920, building materials fell to 266 while general com- 
modities fell to 189. In February, 1921, while general com- 
modities were at 177 building materials were still at 222. 

The following statistics are from the Bureau of Labor Statis- 
tics of the TJ. 9. Department of Labor. They show the index 
numbers of wholesale prices of lumber and building materials 
and of commodities in general by months from 1917 to October, 
1921 : 

Lumber and 
Year and Month building All 

1917 materials commodities 

Average for year 124 176 

January 106 151 

February 108 156 

March 1.10 161 

April 114 172 

May : 117 182 

June 127 186 
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Y«ar ftnd Month 
1917 

Jiily 

August 

September 

October 

November 

December 

1918 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

1919 

January 

February 

March 

April 

May ; . 

June .V. 

July 

August 

September 

October 

November 

December 

1920 

January ." 

February 

March 

April 

May 

June 

July , 

August 

September 

October 

November 

December 

1921 

January 

February 

March 

April 

May : 

June 

July 

August 

Scptmibor. ., 

Odober 



iumber and 




building 


AU 


materials 


commodities 


132 


186 


133 


185 


134. 


183 


134 


181 


134 


183 


135 


182 


13d 


185 


138 


186 


144 


187 


1461 


190 


148 


190 


150 


193 


154 


198 


157 


202 


159 


207 


158 


204 


164 


206 


104 


206 


161 


208 


163 


197 


165 


201 


102 


203 


164 


207 


175 


207 


180 


218 


208 


226 


227 


220 


231 


223 


230 


230 


253 


238 


268 


248 


300 


249 


325 


263 


341 


265 


341 


272 


337 


269 


333 


262 


328 


250 


318 


242 


S13 


225 


274 


207 


206 


189 


239 


177 


221 


16T 


208 


162 


203 


154 


202 


151 


202 


148 


200 


148 


198 


152 


Its 


152 


122 


150 
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(4) Housing Conditions as Affected by the Rent Laws. 

The urgent necessity for these laws has been abundantly demon- 
strated. 

According to the testimony of the presiding justice of the board 
of justices of the municipal court, there were on January 1, 1922, 
upwards of 68,000 cases pending in these courts. Where a jury 
trial is demanded there is at times a delay of some months in 
bringing the case to trial. In about 75 per cent of the rent cases 
a jury trial is demanded. 

Owing to the fact that wherever the landlord increases the 
rent of a single apartment he must make a showing of the net 
rentals of the entire building, it has become the rule rather than 
the exception that all the tenants in a given building whose rents 
are attempted to be unduly increased very properly act together 
in resisting the increase. The facts bearing upon the question 
of reasonable rent applicable to one tenant generally apply 
equally to all. Where the tenants in such a case demand jury 
trials the law requires that each tenant shall deposit $3 for jury 
fees in each case, although the cases affecting that building are 
usually tried togetiier, the proof of rental value being the same, 
or one case is tried and the others abide the result of the decision 
in that case. 

The committee had one instance before it in which there 
were 268 cases, where there was the same landlord and in which 
the results were based upon the same facts. Only one of the cases 
was tried, under a stipulation whereby the result in the remain- 
ing 267 cases was made to abide the event of the case tried and 
like judgments were entered in all of them by consent. There 
were 268 jury fees paid in this case, which is illustrative of a 
vast number of the cases, making a total of $804 paid for jury 
fees in these cases, whereas there was but one jury and the remain- 
ing $801 should have been repaid to the tenants who made the 
deposits. Upwards of $40,000 in excessive jury fees have been 
deposited by t<"*nants under these circumstances, the return of 
most of which they have been unable to secure owing to differences 
of opinion as to the law. 

These jury fees from time to time as collected are sent to the 
Comptroller and the process of having each tenant secure the 
return of the $3 that belongs to him is so complicated and cir- 
cuitous that it is practically impossible for them to get back their 
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money. The law should be amended so as to provide that in all 
cases in which there has been but one trial or where all the cases 
are by stipulation tried together there should be but one jury 
fee paid. Tl/- chirks of the courts should be authorized to retain 
this money for, say, 30 days after the case is decided and 
required meantime to return it to the tenants, after deducting 
a single jury fee. 

Inasmuch as the rent lawis are temporary and the congestion of 
rent cases is gradually being cleared up by the justices, aided by 
the decisions on the Rent Laws of the higher courts, your com- 
mittee is opposed to the appointment of additional municipal 
justices at this time except in Seventh District, Manhattan, where 
the population and the business of the court has more than doubled 
since the present boundaries of the district were laid out. 

A special study of the Municipal Court situation should be made 
with a view to reapportioning the districts, for since the lines 
were last fixed there have been great changes in population in some 
of the boroughs, and in some of the districts there will be a small 
amount of business, while in others there is an abnormally large 
amount of business. It is necessary, in many cases, for litigants 
to travel many miles to the court house, and in their travels to 
pass the court house of another district. 

The records show that in districts in Richmond and Queens 
there is not enough business to occupy the fuD. time of the justices 
five days a week. The Committee believes that the present con- 
gestion could be largely relieved if there was interborough rota- 
tion of justices. 

In some districts extra clerks are necessary, and the committee 
respectfully calls this situation tx) the attention of the City author- 
ities, so that such additional help may be provided. 

The Committee opposes the plan for a central jury part. This 
means that in the Borough of Brooklyn all who demand a jury 
trial in rent cases would have to go to the vicinity of Borough 
Hall. In some instances litigants would have to travel ten or 
twelve miles, and as most of the trials are attended by women, in 
many cases accompanied by children, this would be a great hard- 
ship. The Municipal Court is a neighborhood court. The judges 
should be elected by districts. If the people of the neighborhood 
were required to go miles in order to have a jury trial they would 
be compelled in many cases to waive the jury trial. The com- 
mittee is opposed to the abolition of jury trials. 
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Oertain guggeetions of amendments to the law have been ad- 
vanced by Associations of owners of property : 

1. We have been asked to recommend that the L^slature shall 
fix the basis on which the Courts shall determine what is a reason- 
able rent by way of return on the value of the investment. 

After due consideration of this subject we are of the opinion 
that such legislation would be impracticable and of questionable 
legality. That is a judicial rather than a legislative function, be- 
sides which, although the Courts have differed on the subject, 
they are approaching in their decisions day by day nearer to a 
uniform rule and one will doubtless shortly be reached. 

2. It has been argued and in our judgment with conclusive 
force that where a tenant has been in possession under a written 
lease for a term of one year or more that has expired and he elects 
to avail himself of the provisions of the Rent Laws to continue in 
possession beyond the expiration of his term he shall be deemed to 
be a tenant from year to year dating from the expiration of his 
lease, subject always to the reservation that he may contest the 
reasonableness of the rent reserved in the lease and insist upon 
the fixing of a reasonable rent by the Court. 

It is not just to the landlord that the tenant in such a case 
should be permitted to hold over after tlie expiration of his lease 
from month to month and to retain the premises for the best sea- 
son of the vear and then vacate it at a time when it is difficult to 
secure a new tenant. It has frequently happened that tenants 
of this class have taken advantage of these Laws to retain posses- 
sion until the commencement of the summer season and then to 
move into the country leaving the premises vacant at a time when 
other tenants are not procurable for this character of property. 

So long as the right is reserved to the tenant, notwithstanding 
an existing or expired lease, to have the reasonable rental value 
of the premises determined, there is no hardship in requiring 
a hold-over tenant to retain and be responsible for the rent for 
another year. He should not be placed in a better position than 
the tenant who renews his lease for a year or more. 

3. It has been urged that where a tenant has, since the enact- 
ment of the Rent Laws, voluntarily entered into a new lease he 
should not be permitted to defend against the payment of the rent 
reserved in that lease. The Rent Laws are predicated on the 
theory that on account of the famine in housing the tenant is 
under duress and is bound to agree to whatever terms of payment * 

2 
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are insisted upon by the landlord. The Committee is opposed 
to such an amendment or to any change in the law in that respect. 
It is against this situation that the Rent Laws were intended to 
grant relief. 

4. We have been requested to urge the repeal of the concluding 
sentence of Section 6 which provides that : 

" The plaintiff shall be entitled in costs only in the event 
that he recover the full amount demanded in the complaint.^' 

We do not approve of this suggestion. The landlord should not 
be encouraged to demand increases of rent that he cannot justify. 
If the judgment of the court awards him less than the amount 
claimed by him he should not be permitted to mulct the tenant in 
the costs of the proceeding. In that event neither party has won 
and the tenant usually has to employ counsel. 

5. The statute should define the method of determining the value 
of the investment as a baais for fixing the reasonable rental value 
insofar as this can be lawfully done. 

The present situation is unjust to the tenant. In 1919 when the 
housing shortage was first felt landlords began to increase renta. 
They continued to increase until the Eent Laws were passed 
in 1920 so that when these laws were put upon the statute book 
there had already been large increases which the laws were unable 
to reach, however excessive they may have been. The laws were 
properly made and could have been made to apply only to tenants 
whose rents were increased after they had been enacted. 

In offering proof of the value of the property the landlord based 
that value largely upon the rental returns calculated upon these 
increased rents. The result has been to create a vicious circle 
based upon these increases. Every time the rent increases, how- 
ever unjustifiable, the value goes up proportionateJy. 

Another, and what has become a customary method, of sup- 
porting exorbitant rents among a large class of " sharks " that has 
grown up as the result of the housing famine is to increase the 
apparent value of the property by fictitious and colorable sales at 
excessive prices and then make proof of these sales as evidence of 
the value of the investment. This practice of " wash " sales has 
reached the dimensions of a recognized industry and is in the 
hands of men who are not builders, who never heretofore concerned 
themselves with real estate and who liave never constructed a 
building. 
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These men. hold the properties through various corporations 
that they organize for the purpose. Their equities are usually 
trifling but the rents from these small investments on properties 
that are loaded with first, second, third and sometimes fourth 
mortgages up to within 10 per cent of their total value, are 
enormous. It is not unusual to find them securing a yearly re- 
turn in excess of their total investment in the property. 

This is the type of landlords who flood the courts with these rent 
cases. The clerk of the Seventh District Court, which has the 
largest number of these cases, testified that there are ten landlords 
in that district who furnish over 75 per cent of the many thou- 
sands of cases pending in that court. When these landlords have 
driven the rents to the limit permitted by the courts they sell or 
lease the property for a long term of years upon a valuation par- 
tially arrived at on the basis of these exorbitant rents. 

Tenants are at a great disadvantage in disproving the valuations 
placed upon these properties based on the expert testimony which 
the landlord is always able to produce in support of his valuation. 
The experts are necessarily owners, agents or brokers of real 
estate, most of whom are ranged on the side of the landlords. The 
procuring of impartial testimony of this character by the tenant ia 
practically impossible even if he could afford to pay for it, which 
he seldom can. 

This method of fixing values is in itself fundamentally wrong 
and invites fraud. Eents paid during an emergency arising out 
of a housing famine are not a proper test of value nor are pur- 
chases and sales made under these abnormal conditions. 

The best and safest test of value is the assessed value. The 
statute requires that property be assessed at its full value. If 
the valuation is excessive the owner has the right of review. 

Many do not buy these properties to hold or for investment. 
They buy them to " readjust " the rents and sell them on that 
basis. 

Tour Committee recommends that the law be amended so as to 
provide that the assessed value shall be presumed to be the value 
of the investment. The Legislature could not lawfully go further. 
Such a provision would put the burden upon the landlord of dis- 
proving the correctness of the assessed value which would be 
a protection to the tenant. 
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Summary Proceedings Instituted in the City of New York in 
1920 and 1921 and the Various Districts in Which They Were 
Instituted. 

Manhattan 1020 1921 

First district 3,548 3,145 

Second district 11,718 12,873 

Third district 4,556 16,596 

Fourth district 2,568 1,988 

Fifth district 2,644 10,545 

Sixth district 7,115 4,980 

Seventh district 11,767 22,214 

Eighth district 5,403 3,050 

Ninth district 2,800 7,920 

Total 52,119 83,311 

Bronx 

First district 6,670 3,025 

Second district 14,058 6,044 

Total 20,728 9,069 

Brooklyn 

First district 3,181 3,157 

Second district 4,233 2,654 

' Third district 7,313 5,310 

Fourth district 4,774 2,716 

Fifth district 5,569 4,064 

Sixth district 5,652 2,704 

Seventh district 9,345 5,027 

Total 40,067 25,832 

=== — 
Queens 

First district 991 1,365 

Second district 778 534 

Third district 1,812 4,000 

Fourth district 1,230 844 

Total 4,811 6,743 
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Richmond 1^0 1921 

First district 271 635 

Second district 244 266 

Total 

Recapitidation 

Manhattan 

Bronx 

Brooklyn 

Queens 

Richmond 

Total 



515 


901 


52,119 


83,311 


20,728 


9,069 


40,067 


25,832 


4,811 


6,743 


515 


901 


118,240 


125,856 



(6) Necessity for Continuing ths Rent Laws. 

There has been a partial discussion on this subject in another 
part of the report. 
Attention is called : 

1. To the testimony of Mr. Frank Mann, Commissioner of 
the Tenement House Department of the City of New York, and 
to the statistics submitted by him. Commissioner Mann testified 
on January 5, 1922, among other things, as follows: 

" The problem of housing New York's 6,000,000 inhabit- 
ants is still far from solution. A large number of one and 
two-family houses have, of course, been erected during the 
year 1921 but aside from the cost of these which makes them 
prohibitive for the ordinary workingman, their capacity for 
supplying the deficiency in housing is after all very limited. 
It is to the construction of tenement houses that we must 
look for relief from the present overciv)wded conditions, and 
the number of tenements erected during the year is still 
below the normal need, to say nothing of making up for 
five years of comparative cessation in such construction. 
Before the war the new tenements provided additional hous- 
ing for approximately 25,000 families each year but the 
tenements erected in 1921 will provide homes for only about 
6,000 families. The figures for the past five years show at 
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a glance how serious the situation has been and how great is 
the need for more housing. The figures are as follows : 

TenemenU 
Year Erected Apartments 

1917 760 14,241 

1918 130 2,706 

1919 95 1,624 

1920 237 4,882 

1921 (to December 15) . . 264 5,667 



1,486 29,120 

" The total number of apartments, therefore, provided in 
new tenements erected during the past five years is only 
29,120, or approximately 17% more than the normal amvual 
producftion before 1914.'' 

Differently stated, there have been provided in the past five 
years 29,120 apartments as against 125,000 apartments that 
were provided during the five years preceding the war, so that 
even if there had been no cessation of building the present rate 
of construction, taking the year 1920 or 1921, is equal to a trifle 
over one-fifth of the normal consitrudtion. 

Commissioner Mann proceeds as follows: 

" Some encouragement, however, is to be obtained from 
the fact that a very considerable amount of tenement con- 
struction is now under way. Statistics compiled by the 
Tenement House Department show that on December 15, 
787 new tenements were in process of erection and that these 
when completed will house 16,078 families. As almost all 
of this construction has been begun since April, 1921, the 
logical inference must be drawn that the tax exemption law 
has given considerable stimulus to housing. An analysis of 
the situation, however, shows that the charadter of the new 
housing which has resulted from this law does not fully meet 
the real emergency, namely, the need for houses for the wage 
earner, i. e., houses where moderate rents for decent living 
conditions are available. 

" The statistics of the Bureaus of BuUdingg and the Tene- 
ment House Department show that during the year there 
have been approxim.a)tely 25,000 apaitments provided; that 
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is, in one and two family houses and tenement houses, total- 
ing in the aggregate that number of apartments. In the case 
of the one-family house, eleven or twelve rooms, i. e., five 
or six rooms for each family. In the tenement houses, the 
average has scarcely been three rooms to an apartment. The 
rental cost of these houses averages $20 per room or even 
more. This' does not include the houses that are considered 
of a sumptuous character, located particularly in Manhattan, 
where the rental of the rooms runs from $100 to $200 per 
month per room. 

" The average wage earner with a family of four persons, 
— the average number per family — cannot live decently in 
less than four or five rooms and bath. At the average rental 
this means, therefore, $80 to $100 per month. It must be 
obvious that this is an impossible rent for the average wage 
earner to pay. The pressing need is for apartments which 
can be rented at from $8 to $10 a month per room." 

2. The following statistics from the Bureau of Buildings for 
the boroughs of Manhattan and the Bronx are interesting and 
instructive. They demonstrate that notwithstanding the great 
shontage in housing due to the exigencies of the war, construction 
is still far below that of normal years preceding the war. As 
against an average of new apartments furnished for each of the 
seven years from 1910-1916 (both inclusive) of 6,663 apart- 
ments, we have an average for the five years 1917-1921 (both 
inclusive) of bult 1,740 apartments and although the construction 
costs have almost doubled, the estimated annual costs of the build- 
ings constructed in these five years are far below the average 
for the seven years preceding the war. 
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A mass of further statistics from the public authorities of the 
various boroughs of the City of New York will be found in the 
record, the result of which is that apart from any question of 
making good the shortage of the war years, the average yearly 
construction of residential houses and apartments judged by the 
standards of pre-war times, is still far below normal. 

3. As instancing the extent of overcrowding, the following 
figures submitted by Health Commissioner Copeland of the City 
of New York asi the result of investigations in two widely- 
separated blocks in the City of New York will be found interesting. 

These surveys were made at three different periods in 1921: 
To wit, February 7, September 9 and December 30, and they 
show that there has been no appreciable relief from congested 
conditions in this class of buildings. 
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CHAPTER 4. 
SXTOBTION AND ABUSES BY LABOB UNION OFFICIALS. 

(1) Building Trades Council; Brindell. 

At the very threshold of its investigation, your Committee 
made the amazing disclosure that except as to a few of the build- 
ing trades, organized labor in the county of New York had come 
under the absolute dominion of one man — Robert P. BrindeU ; 
that under his guidance all the Unions connected with the build- 
ing trades except the Painters', Bricklayers' and Plasters' had 
been gathered together in October, 1919, under a single head 
known as the Building Trades Council; that Brindell exercised 
absolute despotism over the unions in the Council and that he, 
together with certain others under his control, were using their 
positions in the labor world and their control of Union labor in 
a vast campaign of extorting money from builders and building 
contractors. 

The Council operated under a charter from the American Fed- 
eration of Labor. It was in the form of a Federation. The unions 
represented in the Council had a membership of about 115,000. 
Members of the unions forming this Council did not thereby be- 
come ipso facto members of the Council. It was necessary for the 
workingmen who were members of the constituent unions also 
to become members of the Council and to pay initiation fees and 
monthly dues therein. 

The appeal of Brindell to the Unions that thus became constitu- 
ent members of the Council was based on the following induce- 
ments to the various Business Agents who were in control of their 
respective Unions: (l)Th;at no Union would be eligible to ad- 
mission to the Council unless the Business Agents were elected for 
a term of three years; (2) That they were to be paid at the rate 
of $75 per week; (3) That through such a combination of forces 
the respective Unions would be better able, by making common 
cause, to protect themselves against non-Union labor. 

The governing body of the Council was made up of the busi- 
ness agents of the various Unions. The election of these agents 
for terms of three years made them independent of their Unions 
and placed them more completely under Brindell's control. 

[36] 
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The form of organization was not only inimical to the public 
interest but a gross injustice to the workingmen. Failing to join 
the Council, the workingmen even though members of a legitimate 
Labor Union were prevented from working in and around New 
York. 

Fortunately for organized labor and for the public, the disclo- 
sures of your Committee resulted in the conviction and punish- 
ment of Brindell and of his chief adjutants and the destruction of 
his ambitious and far-reaching system of extortion. 

When his activities began, there existed in the City of New 
York a labor union engaged in the business of house-wrecking, 
which was known as the Zaranko Union. It received its name from 
its president, Mr. Zaranko. This union was regularly organized 
and recognized by the American Federation of Labor. Its mem- 
bership consisted of the most competent and experienced men in 
that dangerous line of work. When Brindell started on his career 
of extortion he invited the Zaranko Union to membership in the 
Council. Zaranko and his men refused, apparently satisfied with 
their status as a regularly chartered union. 

But it was essential to Brindell's carefully planned campaign 
of extortion, that the wreckers of buildings should be under his 
control, for the wrecking of the old building was the first step 
in the construction of important buildings in the valuable settled 
sections of the city. 

Brindell accordingly organized a wreckers' union of his own. 
Many of the members of the Zaranko Union were forced into the 
Brindell organization. This was brought about by the refusal of 
the men in the unions that were members of the Brindell Council 
to work with the Zaranko men. In order to disnipt the Zaranko 
Union, Brindell inaugurated the custom of calling or threatening 
a strike on all building operations upon which the workers of 
Brindell's Wreckers' Union were not employed to the exclusion 
of men of the Zaranko Union. 

Despite the persistent protests of the builders that the Brindell 
wreckers were incompetent and inexperienced; that the Zaranko 
men could do the work in less time and at a fraction of the ex- 
pense, Brindell insisted upon the employment of his men to the 
exclusion of the others. If a house-wrecking contractor or em- 
ployer dared to have the building upon the land on which he was 
about to construct a new building torn down or wrecked by men 
of the Zaranko Union, he was warned that if he persisted in his 
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attitude he would find no union labor men when he came to the 
erection of the new building and this threat was repeatedly car- 
ried into effect. In many such instances the offender against 
BrindelPs fiat was compelled to pay tribute for the privilege of 
beginning the construction of the new building. In this way 
Brindell delivered a "body blow" to the enterprise at its very 
inception. 

The control thus acquired speedily became a source of large 
revenue to Brindell through his ability to dictate to the builders, 
the contractors whom they must employ to wreck the building. 
He had an inner circle of such contractors who were required to 
pay him a " rake-off " on every job that he required the builder 
to give them or upon which he permitted them to work. 

(2) Brindeirs Exactions from Contractors by Calling Strikes. 

The evidence establishes that a veritable " reign of terror '' 
ensued among owners and builders. They rapidly learned to 
comply with his extortionate demands and in their estimates of 
the cost of wrecking there was included a sum to represent in some 
cases the actual amounts agreed to be paid Brindell and in other 
cases the sums that he would probably extort. 

As illustrating the methods employed by Brindell in his cor- 
rupt activities and the increased burdens thus imposed upon the 
construction of buildings by reason thereof, the following illustra- 
tions are taken from the testimony: 

(1) In the fall of 1919 and the winter of 1920, the Starboard 
Kealty Corporation, of which Mr. Ephraim B. Levy was presi- 
dent, was engaged in the construction of a building on Seventh 
avenue and 30th street, in the city of New York. Mr. George 
Backer, a prominent builder, was employed to superintendent the 
construction work. In February, 1920, one hundred and fifty 
men from the various trades employed on the job went on strike. 
It was a union job and there was no question of hours or wages 
involved. Backer called upon Brindell and urged him to call off 
the strike which was not done. About a week thereafter in the 
vicinity of the job, two delegates of Brindell demanded $60,000 
to call off the strike and finally agreed to take $25,000. Levy 
withdrew $25^,000 from his bank in cash which he delivered to 
Backer, by whom it was delivered to the delegates for payment to 
Brindell. The strike was called off and the work resumed as 
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soon as Backer agreed to make such payment with the same non- 
tmion men on account of whose presence the strike was called. 

In this case, as in others, Brindell urged as a pretext for call- 
ing the strike that non-union men were engaged in erecting the 
structural steel work on the building. This was a plausible pre- 
text on his part, but in each case in which the money was paid to 
Brindell or to the representative designated by him to receive the 
payment, the strike was promptly called off and the men of his 
council who had struck because of a non-union man on the steel 
construction immediately resumed the same work and continued 
on it until its completion. 

It should be said for Brindell in this connection that whenever 
owners, builders or contractors thus bought their peace Brindell 
always kept his word with his victims. 

(2) In or about May, 1920, William Waixel had a contract with 
the George A. Fuller Construction Company to demolish the Mun- 
son Building at Wall, Pearl and Beaver streets. His wrecking 
crew were all members of Zaranko's Union, regularly organized 
under the Federation of Labor. Brindell insisted that these work- 
ers be taken off the job and wreckers from his Council substituted. 
Waixel protested that Brindell's men were inexperienced. Finally 
after being persuaded by the officers of the Fuller Construction 
Company, he withdrew his men and placed Brindell's men on the 
job. This was done on the agreement of the Fuller Construction 
Company to pay Waixel $35,000 in excess of the contract price 
of $12,000. At the time of making this agreement, the Fuller 
Construction Company had about fifteen jobs in the city of New 
York under way and every one of them had been automatically 
stopped. Brindell had further threatened to stop operations on 
every job of theirs throughout the country. In this instance, his 
pretext was that the wreckers employed on the job, although 
Union men, were not members of his Council. Elsewhere in the 
testimony it appears that practically all the contracts of the 
Fuller Construction Company were made on a cost-plus basis. It 
is thus apparent that the $35,000 excess was charged to cost of 
construction and paid by the owners of the building. 

(3) On or about the 1st of August, 1920, the same Waixel 
applied to the Thompson Starrett Co. for the contract to wreck a 
building at 46th street and Fifth avenue. An officer of the latter 
informed him that his name was not on the list of contractors ap- 
proved by Brindell. He went to see Brindell who exacted $1,000 
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for the privilege of placing his name on his approved list and 
thereafter a further sum of $1,000 for securing the contract. 
Waixel charged the contractors $7,000 for wrecking the building 
and took possession of the salvaged material. Brindell thus dic- 
tated to the Thompson Starrett Company who should receive the 
contract. 

(4) In July, 1920, Joseph Paterno was engaged in construct- 
ing a 13-story building at 105th street and Riverside Drive and 
a 9-story building at 220 West 7lst street. Although both were 
union jobs, Brindell threatened to call a strike on the ground 
that the steel erectors were non-union men, but offered to refrain 
from calling the strike if Paterno would pay him ton thousand 
dollars. This demand he afterwards reduced to $5,200 and 
finally accepted $3,000, which Paterno paid, and the work there- 
upon proceeded without interruption. 

(5) In February, 1920, Anthony A. Paterno was constructing 
an apartment house at 227 West 71st street and one at 884 West 
End avenue. He experienced some labor trouble and Brindell's 
delegates stated to him that the men employed by him, although 
members of the American Federation of Labor, were not ac- 
credited members of Brindell's council. Brindell's delegates 
demanded $6,000 from Paterno for immunity from strike. The 
demand was finally reduced to $3,000, which Paterno paid. 
Thereafter no labor difficulties were experienced on these jobs. 

(6) In July, 1920, Paterno Bros., while engaged in building 
operations at 220 West 71st street, were notified by Brindell that 
the house wreckers employed in demolishing the buildings were 
not members of Brindell's council. He demanded that the builder 
pay the initiation fee required by the council for each laborer on 
the job. There were thirty-five wreckers employed on the job 
and the builders paid to BrindelPs organization the sum of $50 
for each, a total of $1,750. 

(7) On or about May 20, 1920, Albert Hershkovitz was con- 
structing a loft building on Seventh avenue between 28th and 
29th streets. Ignatz Roth was the building contractor. A strike 
was threatened upon the plea that the steel erectors were non- 
union men. Hershkovitz saw Brindell ait his home on or about 
May 20th and the latter demanded $25,000 for his guaranty that 
no strike should be called on the operation on account of the em- 
ployment of nonunion men in the steel work or othierwise. Hersh- 
kovitz paid to Brindell the $25,000 in accordance with this 
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arrangement. The work thereupon continued with the nonunion 
steel workers. Hershkovitz charged the expenditure to cost of 
construction. 

(8) On or about May 11, 1920, Joseph Goldbatt, as owner, 
was constructing a building at 21 West 45th street. The wreck- 
ing men and the steel men went on strike. The wrecking men 
were union men. The steel men were the regular nonunion men 
employed generally throughout the city. Brindell exacted $2,000 
for calling off the strike, which Goldbatt paid. The same wreck- 
ing men and the same steel men continued on the job to comple- 
tion without interruption. 

(9) Toward the end of July, 1920, Meyer S. Blumberg was 
building an apartment house at 74th street and West End ave- 
nue. On the pretext that the plasterers^ laborers, although union 
men, did not belong to BrindeU's council, the latter called a strike 
on the operation. One hundred and twenty-five men walked out. 
Brindell demanded and received $5,000 for calling off the strike. 
The same plasterers' laborers who had formerly been employed 
on the job returned to work with Brindell's acquiesence when 
the job was resum:ed and there remained until it was completed. 

(10) Mr. Charles H. Wallas was a prosperous house wrecking 
contractor doing a business of $350,000 to $400,000 a year in the 
demolition of buildings in the city of New York. During the 
spring and summer of 1920 he had a number of contracts to 
wreck buildings in different places throughout the city. In most 
instances, by reason of threats made by Brindell or his repre- 
sentatives to the builder. Wallas was compelled to abandon his 
contracts. Wallas always employed union wreckers, but Brin- 
delPs excuse in each instance was that the wreckers were not 
members of his Council. As a result his large and lucrative 
business was completely destroyed and he was unable to obtain 
any contracts whatsoever in the city of New York. 

(11) In February, 1920, Jacob Fradus made a contract with 
the Garmient Center Realty Company for wrecking a building and 
excavating the site of a new building. Brindell called a strike 
upon the pretext that Fradus was employing nonunion drivers. 
Fradus called on Brindell who said : " You know that this organi- 
zation is not run on chalk ; it takes money to run an organization 
like that and I want you to produce $25,000 if you want to go 
ahead with this job." Fradus lost the job. Finally Fradus, 
unable to obtain a contract from any builder in the city €^£ News^ 



42 Joint Legislative Committee ojn Housing 

York without the endorsemeni of Brindell, gave Brindell $1,000, 
and was given a letter allowing him to accept contracts for work 
in his line provided he employ only members of Brindell's coun- 
cil on his jobs. 

(12) Max Aronson in May, 1920, was engaged in erecting a 
building at 229 West 36th street. In October, after the construc- 
tion had reached the second story, the laborers went on strike. 
The pretext was that the steel workers were nonunion men. Aron- 
son saw Brindell and Brindell asked him what it was worth to 
have the job continued. After somie n^otiations $5,000 was 
agreed upon. Aronson paid this sum to Brindell and the work 
was resumed. 

In addition to these instances in which Brindell directlv 
exacted " blood-lmoney "^^ from owners or contractors, similar 
transactions were made by him through various lieutenants, 
being business agents in unions that were constituent members 
of the Council, who carried out Brindell's instructions in extort- 
ing money from builders. Prominent among these were Richard 
Pike, William H. Chapman, Moran and Stadtmuller. Pike was 
indicted with Brindell for extortion but escaped from the juris- 
diction before he could be arrested and has ever since been a 
fugitive from justice whose whereabouts cannot be located. As 
the result of prosecutions inaugurated by the Committee, Stadt- 
muller was tried and convicted of extortion, whilst Chapman 
and Moran were convicted of coercion and all of them have 
served prison terms for these offenses. 

Brindell was also convicted of extortion in the Aronson case 
and is now serving a prison term of from five to ten years in 
the State Prison at Ossining. 

It appears that early in the course of these activities Brindell 
discovered that the then existing situation created by the so-called 
"Open Shop" struggle of the manufacturers of steel and the 
steel erectors associated with them could be effectively utilized 
by him in his campaign of extortion and he proceeded to make 
the most of that situation. This was the only line of business 
connected with the building trades in "New York city that was 
not unionized. Under the guise of conducting an open shop 
the manufacturers of structural steel and the Iron Erectors were, 
in point of fact, enforcing a non-union shop. They were the only 
non-union mechanics who would be permitted to work on build- 
ings without involving strikes based upon the employment of non- 
union labor. 
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It seems that because of the far-reaching power of the steel 
men and of their nation-wide campaign against union labor the 
local unions had sun^endered insofar that they were willing to 
work side bv side with these non-union men. 

Brindell utilized this condition in the steel trade as a pretext 
for his extortions when other devices failed. There are many 
instances in the testimony in which he threatened to ^^puU off'' 
the men of the Council on the ground that the iron and steel 
men working on the job in question were non-union men. It 
was his practice to follow these threats by sending one of his 
delegates to the owner, builder or contractor, as the case might 
be, and threaten him that unless a certain sum was paid a strike 
would be called. The owner, builder or contractor generally 
yielded and either paid the tribute exacted by Brindell or a 
compromise sum. Some of the largest and most reputable build- 
ing concerns in the country were thus compelled to yield to 
Brindell's demands in order to prevent a strike, not only on the 
job in question, but on all operations throughout the country 
in which they happened at the time to be engaged. 

(3) Brindell's Extortions for Securing Contracts. 

It soon became the custom of builders to accept the contractor 
accredited by Brindell, upon the mere demand of the latter, and 
there grew up in the industry an unwritten law according to 
which the owner, builder or contractor in order to avoid labor 
troubles on his enterprise would consult with or await the 
instructions of Brindell before letting out the wrecking contract. 
On his part Brindell would recommend to the builder the con- 
tractor who was ready to pay him the largest bribe for the 
recommendation. As typical of this particular mode of opera- 
tion employed by Brindell the following transactions are signifi- 
cant : 

On May 4th, 1920, Albert A. Volk received a contract to 
demolish buildings at 46th street and Madison avenue from 
the F. T. Ley Company. For his approval Brindell demanded 
$2,000. This sum Volk paid and was permitted to complete 
the contract. 

About the same time Volk was awarded the contract for 
demolition on the site of the new stock exchange building. He 
bid $15,000 for the job. Brindell demanded and received $2,500 
for permitting Volk to continue operations under the contract. 
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The same contractor had a contract for the demolition work 
for the Garment Center Realty Company at 38th street and 
Seventh avenue and paid to Brindell $500 on June 26, 1920. 

In July, 1920, Louis J. Cohen, having figured on a demolition 
job on 23rd street between Madison and Lexington avenues, was 
compelled by Brindell to pay the sum of $500 for Brindell's 
. recommendation. 

The same contractor on June 17, 1920, paid to Brindell $500 
for securing his approval of his bid to the Fuller Construction 
Company for a demolition at Rector, West and Washington 
streets. 

Toward the latter part of July, 1920, Cohen paid Brindell 
$250 for securing a demolition job at 66th street and Madison 
avenue. The job was with the Fred French Company. 

In the fall of 1920 the same contractor was figuring on a job 
for demolition on the Manhattan hotel. Prior to securing the 
contract he conferred with Brindell in reference to securing 
union house wrecking men and Brindell demanded $5,000. He 
paid Brindell $3,000 on October 7, 1920, and on November 4, 
1920, agreed with the Fuller Construction Company for the 
demolition of the hotel. There was a clause in the agreement 
that the labor to be furnished was to be indorsed by the Building 
Trades Council. 

Further developing his now thriving and well established busi- 
ness of ^^ graft," Brindell conceived the idea that he might extort 
money not only from the wrecking contractor but from the builder 
himself. It should be remembered that contracts for the demo- 
lition of buildings are made in such a way that in most cases the 
wrecking contractor gets the salvage from the wrecked building 
and pays to the builder a certain sum of money for the privilege 
of demolishing the existing buildings and removing this salvage. 
Brindell would ascertain the sum the wrecking contractor intended 
to bid for the salvage and would require from the wrecker that 
the bid be split and one-half thereof paid to himself, the other 
half going to the builder, or some such proportionate sum. In 
such case the builder and not the building contractor was the real 
sufferer. 

In May, 1920, George Atwell was figuring on a demolition job 
at 57th street and Broadway. He told Brindell it was his inten- 
tion to pay $10,000 for the wrecking job. Brindell stated he 
could get this job for $5,000 if Atwell gave him, Brindell, the 
other $5,000 and the contract was made on that basis. Between 
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May 20ih and asth Atwell paid Brindell $5,000 by his check. 
It does not appear that the owner or builder knew anything of 
this arrangement. 

About the same time Atwell being willing to pay $10,000 for 
the contract to demolish the buildings on the site of the present 
Loew theatre at 83rd street and Broadway, was informed by Brin- 
dell that he could secure the job for $5,0{)0 if he would pay Brin- 
dell a similar sum. Atwell secured the job on the payment of 
$5,000 to the builders and $5,000 to Brindell. 

On a job at 17th street and Livingston place, Atwell, in a 
position to pay $6,000 for the contract, offered, on the suggestion 
of Brindell $4,000 to the builder, secured the contract on that 
basis and paid the remaining $2,000 to Brindell. 

On a job on 40th street between Fifth and jSixth avenues, 
Atwell, contemplating taking the job and paying therefore $1,000, 
informed Brindell of that fact. The latter requested him to 
charge $500 for the job which was $1,500 in excess of Atwell's 
original estimate. The contract was closed on these terms and 
Brindell received the $1,500. 

In order to appreciate the significance of tiiese transactions, it 
must always be borne in mind that throughout this period, a 
" request '' from Brindell to an owner, builder or contractor was 
tantamount to a command as Brindell's despotic power was now 
recognized and it had become universally understood through- 
out the industry, from the most important builders and contrac- 
tors such as the George A. Fuller Construction Company and the 
Thompson Starrett Company down to the smallest contractor, 
that if they wanted to avoid labor troubles they must never award 
a contract for the demolition of an old building except to a con- 
tractor designated or approved by Brindell and that the " rake- 
off " must be satisfactory to him. 

One of the most striking instances of the extent to which the 
despotism of this man was carried was found in the case of the * 
Garment Center Realty Co. This was a projected building ven- 
ture involving considerably over $1,000,000. Brindell compelled 
the owners not only to abrogate the contract into which they had 
entered and which was in course of performance, but required 
them to admit his nominee into partnership in the new contracts 
for excavation. He had the hardihood to personally conduct the 
negotiation for the new contract with the lawyers for the owners 
and largely dictated its terms, to all of which the owners tamely 
acquiesced in order to prevent further interruption to their work. 
They had had one experience, which was quite enough for them. 
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(4) Brindeirs Extortions for Supplying Workmen. 

In the course of events Brindell became so emboldened as the 
result of his rapid and constantly increasing power and success 
and of his supposed' political influence and became so daring in 
his enterprises that he went to the extent of even exacting tribute 
for permitting workingmen in the Council to work for a con- 
tractor. The following are instances of this character that are 
disclosed by the evidence : 

(1) H. H. Vought & Company had a contra(*t for erect- 
ing a loft building at 96-lOQ Maiden Lane. They had con- 
tracted with Israel S. Goldstein to wreck the old building 
on the property for $2,500 and the salvage. Brindell de- 
manded from Goldstein $1,000 of this money, which the 
latter refused to pay, and sooner than pay it gave lap the job. 
A wrecking contract was then let to the Interstate Wrecking 
Company for $1,000 upon the representation of tlxt Com- 
pany that $1,500 would have to be paid to Brindell before 
the contractors could get the necessary labor ffom the Build- 
ing Trades Council. Of this amount $1,000 was actually 
paid to Brindell by the Interstate Wrecking Company. 

(2) Max Mineson had a contract with William Neal 
Smith for demolition on the site of the Broad Street Hos- 
pital. In order to secure wreckers from Brindeirs union, 
Mineson was required to and did pay Brindell $1,000. 

(3) On or about August 9, 1920, Jacob L. Kamen had 
a sub-contract for the demolition of a building at Fiftieth 
street and Eighth avenue. He employed BrinSelPs men. 
For the privilege of continuing these men in employment. 
Brindell exacted the sum of $500 which Kamen received 
from the builder and paid over to Brindell. 

(4) On or about August 15, 1920, Walter Melton had a 
contract for demolition at Fifty-seventh street and Fifth 
avenue. He employed men from Zaranko's union. Brindell 
insisted oh wreckers from the Council. For sending his 
men to work on the job Brindell demanded and received 
$2,500. 

(5) Shortly Ijhereafter the same contractor paid Brindell 
$500 for permission to use Brindell's men on jobs at Fifty- 
fourth street and on Twenty-third street and Eleventh 
avenue. 
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(6) Frank Melton in August, 1920, had a contract with 
the George A. Fuller Company for wrecking work in con- 
nection with the extension to the Hotel Plaza. Brindell in- 
sisted that Melton take into partnership with him on this 
job one Klompus, and for the privilege of this partnership 
arrangement, after supplying men from his council, Brin- 
dell exacted and received the sum of $3,000. 

(6) Strike Insurance. 

As still further illustrating the magnitude and high-handed 
character of BrindelPs operations and hisi power in the building 
trade and that it had grown to such proportions that it could 
not be combatted even by the most prominent builders in the city, 
attention is here directed to the testimony of Hugh F. Robertson. 
It demonstrates not only the viciousness of Brindell's activities, 
but from an economic standpoint it reveals that every item of 
graft that went into Brindell's pocket entered directly into the 
cost of construction in the same manner as the cost of mortar and 
brick. 

In the spring of 1920 Mr. Robertson, a prominent builder, was 
engaged in the construction of the Cunard building in the city 
of New York. A strike was called on the usual pretext that 
Post & McCord, who had the steel contract, were using non- 
union steel erectors. Mr. Robertson "saw" Brindell and the 
strike was called off within fifteen minutes by a telephone mes- 
sage from Brindell in Robertson's presence. Robertson's firm was 
at the same time doing the preliminary work on the construction 
of the Cunard docks, a job involving $35,000,000 to $40,000,000. 
He mentioned the fact to Brindell, told him he wanted to avoid 
labor troubles on the job, and invited him to look at the plans. 

" He (Brindell) said, * if you could get " strike insurance " it 
would be a good thing to have.' " By " strike insurance " it was 
explained that Brindell meant and Robertson understood Brin- 
dell's assurance that there would be no strike on the job. 

Brindell and Robertson thereafter met at the Commodore hotel 
and talked over the advisability of Robertson buying insurance 
from Brindell against strikes on that job. Robertson acquiesced 
in Brindell's suggestion, and the latter then stated that the so- 
called " strike insurance " could be had if Robertson would pay 
him $50,000. That amount was finally agreed upon to be paid 
in installments. At intervals Robertson would meet Brindell, 
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would drive him around the block in an automobile and would 
there deliver to him in bills installments of this sum aggregating 
$32,000 up to the time of the interruption of the payments by 
the exposures of the Committee. The building operations were 
successfully conducted without a strike. 

Robertson admitted that he charged the payments he made to 
Brindell as part of the cost of construction and that the owners 
would " foot the bill." 

In the many piratical undertakings of Brindell, of which the 
above are illustrations, all accomplished within less than one year, 
Brindell acted apparently without protest or hindrance of the 
men around him connected with the council, and as though the 
115,000 men connected with the council were mere pawns in 
his game. His despotic power was complete and unchallenged. 

It is estimated that within this short period of from 10 to 11 
months he extorted in the ways above indicated over $1,000,000, 
all of which was added to the cost of building construction. And 
yet his reign had just about begun. But for the exposures that 
resulted in his downfall and punishment and that of his lieuten- 
ants the building industry of New York City would doubtless 
have been completely pard^yzed. 

Although his operations were conducted in a crude, open and 
desperate fashion readily open to detection, and he could easily 
have been trapped, no owner, builder or contractor seemed to have 
had the courage or the public spirit to have made the slightest 
attempt to check him in his career of crime and none of the 
oflScials in the Building Trades Council were sufficiently solicitous 
of the good name of organized labor to enter a word of protest. 
Truly, the spectacle is an humiliating one from every point of 
yiew. 



CHAPTER 5. 
LABOB UNIONS. 

(1) Unfair Practices and Beqnirements by Labor Unions. 

When the Committee in December, 1921, resumed its investi- 
gation, after a recess of some months, counsel announced that 
having now shown the obstacles to building created by Brindell, 
the Committee would thereafter address itself chiefly to another 
phase of the labor situation due to the increasing despotism and 
inefficiency of labor, brought about by various provisions in the 
constitutions, by-lawis, rules and regulations and to the practices 
thereunder of the labor unions in the building trades. 

In this connection your Committee examined many witnesses 
including oflScers of the Building Trades Council, of the Build- 
ing Trades Employers Association and officers, business agents 
and members of labor unions. It also directed its attention to 
the financial administration and bookkeeping methods of labor 
unions, as illustrated in the operations of Inside Electrical 
Workers Union, Local No. 3, which controlled the electrical 
workers in the city of New York. 

That union consisted of about 3,800 members. Its income was 
derived from weekly cards issued to non-members permitting 
them to work on union jobs, and without which men could not 
secure work, initiation fees and monthly dues from members and 
helpers, death benefit dues and from fines and penalties. It 
amounted to hundreds of thousands of dollars per year. These 
sums were paid in cash from day to day. It required the constant 
services of three cashiers to receive this money. No cash book 
was kept; death benefits and other bills were paid in cash; the 
cash as it poured in was under the complete control of the presi- 
dent and treasurer. Some of it was deposited in banks, subject 
to check (nobody knows what part of it). The treasurer testified 
that the cash was handed to the president who placed it in the 
safe, and gave him from time to time cash for deposit or to pay 
bills, salaries, etc. He also testified that he always had on hand 
five or six checks signed in blank so that by simply filling in the 
name of a payee the entire bank account, which sometimes 
amounted to $100,000 might have been drawn out and appropri- 
ated by an officer who kept no accounts and who gave no bond 

for his fidelity. 

[49] 
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So-called "privilege cardB*^ were issued on payment of $2.50 
per week by journeymen and $1 per week by helpers. At first 
these cards were numbered consecutively so that the money could 
be traced, but subsequently and mainly without any system of 
numbering so that no check on the number of cards issued was 
possible. Hundreds of thousands of dollars were thus collected. 
Your committee discovered accidentally permit-books indicating 
the issuance of privilege cards to the amount of over $26,000 of 
which there was no record whatever and for which no accounting 
had been made. This represents doubtless a mere fraction of the 
money unaccounted for. The president of the union by " wills" 
drawn in his favor by the attorney of the union, became the re- 
cipient of a number of $1,000 death benefits, where no claimant 
appeared. 

This particular source of " income " seems to have been consid- 
erable. A periodical pretended audit of the finances was made by 
an accountant who took everything for granted, assumed his data 
where it ddd not exist, and overlooked it where it did, with the re- 
sult that there was no reliable audit whatever. This man con- 
fessed that he had done wrong but could sugg^t no way of tracing 
the Union's money. 

These practices indicate that by rule or by-law or by statute, 
if necessary, for the protection of the members themselves, some 
system of properly checking the receipts and disbursements of 
labor unions and guaranteeing the fidelity of their fiscal officers 
should be adopted. The unions have now promised to inaugurate 
proper systems of bookkeeping and audit, and some of those that 
failed to do so in the past have now begun* It should, however, 
be said in justice to the financial officers of labor unions generally 
that the conditions found to exist in the Electrical Workers Union 
are not characteristic of any oonsiderable number of the unions 
connected with the building trades. Some of them have accurate 
systems of accounting, but in others the methods are lax and offer 
free opportunity for dishonesty that is incapable of detection. 

The practice of the Electrical Workers Union of closing its 
books to membership and issuing "privilege cards ^' to non 
members, by means of which they are heavily taxed for the privil- 
ege of working on " union ^^ jobs, prevailed in many other unions. 
The imion thus maintained for itself a monopoly of the work 
in dull times and in active times a vast source of revenue to the 
prejudice of other workers in the same line of industry. In the 
Electrical Workers Union there were 3,800 members, while the 
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number of electrical workers in New York City numbered over 
12,000. Exclusion from the union was not based on even a pre- 
tense of required efficiency, but was simply an arbitrary rule. 

The union is a member of the Building Trades Council and as 
such entered into agreements with employers monopolizing, for 
the benefit of its members, all the electrical work in the city to the 
exclusion of the many thousands of capable workers willing to 
join the union who were apparently sufficiently skillful to be per- 
mitted to work, at a penalty when building was active, but not 
sufficiently capable to be allowed to compete so long as members 
of the union were unemployed. 

Another practice of many unions is the limitation of the 
number of apprentices in a given trade. This is a common pro^ 
vision in the Constitutions of national as well as of local unions. 
Still another is the exclusion from the privilege of apprentice- 
ship of boys over a certain age, eighteen, nineteen or less. 
The effect of these autocratic regulations is to create an injurious 
and intolerable monopoly in the industry against the present and 
future generations. 

Many other rules and practices of the Unions tending to destroy 
effijciency, delay operations and increase expenses were revealed 
by an investigation of their Constitutions, By-Laws, Eules and 
Regulations and by the testimony of witnesses, such as the limit- 
ing of the amount of a day's work; classifying the character of 
work, whereby high-priced mechanics were required to perform 
the work of laborers ; destroying molds, requiring the destruction 
of models and other devices after they had been once used, 
although they might be utilized many times for the same pur- 
poses; prohibiting the use of labor-saving devices; prohibiting 
the installation of machinery approved by the public authorities 
that would economize labor; requiring work to be done on the 
job instead of in the shop at greater expense ; penalizing employ- 
ers for accepting " inferior work " from the Union's own mem- 
bers instead of disciplining the members for doing such work; 
requiring the removal of ornamental construction because not up 
to the artistic standard of delegates, although entirely acceptable 
to the architect and owner ; prohibitions against an owner or con- 
tractor sub-contracting for labor unless 'the sub^contractor is 
awarded at the same time the contract for furnishing all the 
materials used in connection with such labor; all these practices 
and many others too numerous to mention here, coupled with 
iron-clad agreements between labor unions and employer associa- 
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tions, as fully set forth in other portions of this report, all of 
which result in greatly increasing the cost of building con- 
struction. 

Based upon thie evidence of abuses thus diedosed counsel for 
the Committee prepared and submitted to the Building Trades 
Council and its constitutent Unions and to the other Unions a 
statement of the various abuses and practices which should be 
immediately abrogated. 

Conferences have been held and are stiU being held with 
representatives of these labor oi^anizations throughout the State 
and with national labor organizations with which the locals are 
affiliated looking to the elimination of these practices. In many 
cases agreements have already been reached whereby the Unions 
have met the requests of the Committee. In some cases the prac- 
tices are due to International or National regulation, and in such 
cases the local unions besides acceding to the requests of the Com- 
mittee, have promised to urge changes by their governing bodies. 

There are, however, abuses that have not yet been remedied 
and other instances in which promises of reform have not been 
kept. 

The Unions have on the whole, with a few conspicuous 
exceptions, shown a commendable spirit in meeting the suggestions 
of the Committee. The objectionable practices have grown up 
gradually, generally based upon a plausible pretext, but in dis- 
cussing their wisdom the officials have at all times been amen- 
able to reason, their attitude in that respect being in pleasing 
contrast with the insincere and defiant position of many of the 
business lawbreakers with whom the Committee has had to deal. 

In the judgment of your Committee it is of the highest import- 
ance to building construction that the Committee shall continue 
with the power to urge these reforms and to summon the officials 
of these Unions before it to ascertain the extent to which 
they are being put into and kept in effect. Assuming the good 
faith of the Unions that have agreed to the suggestions of the Com- 
mittee, it will require months to complete them. As to the Unions 
that have refused to accede it will be necessary to take further tes- 
timony as a basis for constructive legislation and other remedial 
processes. 

The list of the suggestions made by Counsel for the Committee 
the Unions embodies somewhat of a summary of the testimony 
before the Committee and is as follows: 
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(2) Changes in Constitutions, By-Laws and Practices Suggested 

by Committee. 

December 19, 1921. 

Changes in Constitution, By-Laws, Rules, Regulations and 
Peactices of Labor U'nions Throughout the Cities of 
the State That Will Be Required by the Committee 
to Eliminate Existing Abuses and Violations of Law 
AND ThAt Will Be Enforced by Legislation and Other- 
wise Unless Promptly Voluntarily Made. 

1. All restrictions on membership must be removed. The 
books must be at all times kept open for the admission of members 
who can qualify under reasonable regulations as to character and 
capacity. 

2. The ititiation dues shall in no event exceed $50, and should 
be payable at the option of the new member, one-half in cash and 
the remaining half within three months after initiation. 

3. All limitations upon the number of apprentices in any trade 
must be repealed and prohibited. Where there is an age limita- 
tion for apprentices in any existing constitution or by-law, it 
should be increased from the prevailing ages of from 16 to 18 
years, to the age of 25. 

4. The issuance of permits or permit cards to non-union men 
with or without pay to the union for such permits as a condition 
of allowing such men to work with union men or for any other 
real or ostensible reason, must be rigidly forbidden by amend- 
ments to their constitutions. 

(The right of membership in the unions to all such men 
should automatically do away with this abuse.) 

5. In order to protect the members of the unions against the 
misappropriation of their funds and to secure accountability to 
them by their officials for the use of such funds, the constitu- 
tions should be amended, wherever necessary, so as to require 
accurate books of account to be kept, in which shall be ent€^red 
and accounted for, all receipts and disbursements. All payments 
of over $10 shall be made by check and these accounts shall be 
audited semi-annually by independent Certified Accountants 
to be elected annually by the members at the annual meeting at 
which the officers are elected and at which there shall be presented 
a detailed account of all receipts and expenditures of the year, 
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with the right of every member to examine the same. There shall 
also be mailed to each member a copy of the detailed semi-annuaJ 
report of the accountants. 

6. It must be made plain by appropriate amendmjents that the 
unions do not possess the power that some of them are now 
assuming to exercise, to hale their employers before them and 
compel them to pay fines into the treasuries of the unions under 
penalty of being refused union labor. This is a conspiracy to 
extort money. Unions have no more jurisdiction over employers 
and no greater right to require them to pay money under threat 
of injury to their business than they would have to " hold one 
up " in the street and demand money under threat of injury to 
his business. Illustrations of instances of this kind appearing 
from the testimony are : 

a. Forcing employers to pay fines to the unions for failing to 
appear before the executive committee in response to the demand 
of the latter. 

b. Fining employers because members of the union worked 
overtime for them for double pay but without securing express 
permission in each instance from the executive committee, 

c. Fining employers for lallowing painters to fill in plaster 
cracks when painting the walls and ceilings. 

d. Fining employers because the men ctick cornices instead 
of running them on the walls, in violation of the union regula- 
tions. 

e. Fining the employers for poor work done by the mjembers of 
the union and compelling employers to have the work done over 
over at their own expense. 

f. Compelling the builder to run casts, plates and molds on 
the job instead of sticking them and to take down the cast if it 
is stuck instead of being run on the job, although satisfactory to 
the owner, the architect and the public authorities. 

7. All provisions contained in existing contracts between unions 
or associations of unions (of which the New York Building 
Trades Council is an illustration) on the one hand, and Em- 
ployers' Associations or Assgociations of Employers' Associa- 
tions (of which the New York Building Trades Employers' Asso- 
cation is an illustration), on the other hand, giving preferential 
treatment in the supplying of union labor to such associations 
over and above employers who are not mcimbers of such associa- 
tions, are to be forthwith cancelled, and all future contracts of 
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that character are to be expressly forbidden. No employer of 
union labor in any way connected with the building trades is to 
be discriminated against by reason of the fact that he is not a 
member of an employers' association. The amendments should 
assure every employer of union labor equal treatment. This is 
important in the interest of the unions. 

(In some of the contracts exposed before the Committee, the 
unions have gone to the extreme length of agreeing not to furnish 
union labor to any employer who is not a member of the associa- 
tion and are permitting the members of the Employers' Asso- 
ciation to charge exorbitant profits on labor (such as in the case 
of the marble industry in which the employers agreed to pay the 
union at the rate of $15.25 per day for a setter and helper, and 
the union on the other hand agreed that the employers might 
charge their customers $28.25 per day for that same setter and 
helper.) All these agreements and practices are to be terminated. 
They are contrary to the interests of the union which should leave 
an open door, and on equal terms, to every employer who main- 
tained a union ship and complies with union conditions. 

The constitutions should be so amended as to preclude any 
union from introducing into the business and affairs of the em- 
ployer and 90 as to limit the jurisdiction and activities of the 
unions to matters that legitimately concern the welfare and bet- 
terment of the members. The following are illustrations of the 
character of abuses sought to be abated by this amendment and 
against which there are to be specific prohibitions: 

a. The dictation by the union to the owner, builder, archi- 
tect, contractor or other employer or representative of the 
employer of the character of his contract or the provisions to be 
contained therein; it always being understood that the union is 
at all times at liberty to insist that union labor only shall be 
employed. 

b. The requirement in the constitution or by-laws of many 
of the local unions, and in some cases of the international unions, 
that an owner or builder who makes a contract for the furnishing 
of labor must also contract to that same contractor, whether or not 
he desires to do so, the sole right to furnish the material for that 
part of the job. 

This is no concern of the unions and tends to increase building 
costs by adding a wholly gratuitous and intermediate profit for 
the contractor. The owner or builder must have the unrestricted 
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right to buy his materials directly or through a contractor or to 
subcontract his work as he may see fit and without restriction or 
dictation from the union in a matter that does not affect the lat- 
ter in the most remote degree. 

c. If a contractor or subcontractor abandons his contract^ the 
owner or builder must be free to complete the job either by letting 
a new contract or by days work, as he may elect, without dicta- 
tion from or interference by the union and all the ezistii^ regu- 
lations to the contrary must be promptly repealed; provided 
always that the wages of the men have been paid in full. 

It is no concern of the union and not within its province, and 
is a sample of unmitigated and indefensible arrogance that is 
without rhyme or reason, to require the owner to finish the job by 
days work and under a foreman selected by the union, as is now 
required, although experience has shown that it is vastly more 
costly than if the owner were permitted to contract for the finish- 
ing of the job. 

d. The unions in the building trades with which we are deal- 
ing do not include the fine arts; plastering, carpentry, brick- 
laying, and the like, although highly essential trades and perhaps 
more useful than artists, are still regarded as mechanics and not 
recognized as members of the arts. They must accordingly abate 
their intrusions into the domain of art and must especially 
cease dictating to owners and architects as to artistic styles and 
character of work that are satisfactory to owners and architects 
and are approved as to safety and sanitation by the public authori- 
ties who are appointed and paid for supervision, 

(The instance in which the owner of the new Ambassador Hotel 
was compelled by the executive committee of the Plasterers* 
Union to tear down part of a wall in that hotel because the dele- 
gate, a plasterer by trade, reached the conclusion that the color 
and style of the im!itation of Travatine marble did not suit his 
artistic taste, although it was entirely satisfactory to the owner 
and to the architect, who is one of the most renowned men in his 
profession in this country, fairly illustrated the extent of this 
abuse. In that case owner and architect were in point of fact 
compelled to pull down part of this wall to meet the views of that 
hyper-sensitive delegata) 

e. The prohibition by the unions of the use of approved 
machinery and improved methods, tending to economy in build- 
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ing costs, on the ground that the demjand for labor is thereby 
eliminated or decreased, should be promptly and effectively abated 
and provided against by appropriate amendments. 

A few instances of this character that may be mentioned as 
occurring to one at the moment as developed by the testimony are: 

A. The requirement of the metal lathers that where reinforced 
concrete is mixed at the shop, where it can be more economically 
done, and brought to the building, the owner must pay a bonus 
into the sick benefit fund of the Lathers' Union at the prescribed 
rate based on the labor cost thus claim^ed and estimated as saved, 
of $6 per ton on cut steel and $18 per ton on fabricated steel. 

B. Compelling an employer to finish his ceiling by using wire 
lath instead of as provided by the specifications, although these 
specifications were duly approved by the public authorities. 

C. The various prohibitions contained in the constitution of 
the Plasterers' Union against the use of casts over a prescribed 
size being manufactured in the shops and the requirement that 
this work must be run on the walls and ceilings at an expense 
greatly in excess of the cost of bringing them to the job from 
the shop. 

D. The requirement that mjodels made for plastering, includ- 
ing stock models, must be destroyed after being once used so as 
to supply more work for the modellers than if the model were 
used over and over again as would otherwise be done, thus com- 
pelling unpardonable economic waste. 

E. Preventing the mixture of plaster of paris with Keens 
cement in the making of mantels, the effect of one of which pro- 
hibitions was to prevent the owner from installing the mantels 
already made and to compel him to recast them. The purpose of 
the prohibition was said to be to prohibit the owner from adopt- 
ing this method of making the mantels for the reason that in 
this way he could manufacture four mantels at the manufacturing 
cost of one mantel made the other way and thus effect a saving 
in labor which the union compelled him to forego. 

9. Wherever necessary there should be amendments of the by- 
laws of these unions that will prevent their oflScials and execu- 
tive committees from imposing unjust and extortionate penalties 
upon emiployers. An illustration of this appearing from the tes- 
timony was the requirement that an employer pay one-quarter 
of a day's wages ($2.38) to each of the men who claim^ that 
they had been kept waiting ten minutes for their pay. 
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10. All the existing regulations and practices that restrict the 
freedom of the owner or builder in the use of appliances that 
have been approved by the public authorities or that require 
parts of the work to be done at the building, where in the judg- 
ment of the owner or builder it can be better or mjore eoonomically 
done in the shop, should be repealed and rendered impossible in 
the future. 

Illustrative of the worst of these abuses is the refusal of the 
Plumbers' Union to handle or instal the anti-siphon trap; the 
other is its refusal to handling plumbing and gas fixtures that 
come to the building with the furnishings attached, because th^ 
are more economically attached in that way (frequently by power 
machinery) ; but the plumber insists and enforces the demand 
that he be permitted to attach these furnishings on the job. It 
should be the province of the man who pays for the work to decide 
by whom it can be best and most economically done. 

11. The existing provisions should be repealed and the unions 
and their delegates must be forbidden from hereafter exacting 
regulations that permit them to punish or discipline employers 
or members for the so-called offense of " rushing '^ or " driving." 
Every member should be left free to do as much work as he sees 
fit to do in a working day. The men should be encouraged to 
efficiency instead of being fined and discouraged. The regulation 
is thoroughly demoralizing and undemocratic, and it is destruc- 
tive of initiative, ambition and individualism. It tends to make 
slackers and laggards of the men and to deprive them of their 
self-respect. It measures the best and moet upright of them, 
who want to do an honest day's work for a day's pay, by the stand- 
ard of the laziest land poorest of his associates and renders the 
men fearful instead of ambitious to do an honest day's work. 
There is nothing in all the history of oi^anized labor that is so 
destructive of the morals of the men and so injurious to the cause 
and repute of labor. The struggle should be for efficiency. This 
regulation puts a premium upon inefficiency. 

12. There should be taken from the unions by amendment of 
their constitution, the power to prohibit their m«embers from 
working more than five days per week or the power to fine or 
discipline them for working on any day other than Sunday or 
a legal holiday. 

The five-day week that is being enforced by the painters, but 
only in the cities of New York and Tonkers and nowhere else 
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in the State, is a serious handicap to building operation. The 
pretext given for it has been proven to be shallow as is demon- 
strated by the fact that it is enforced on outside as well as in- 
side work and, as above stated, in only two cities of the 
State. The man who wants to increase his income and add to 
the comforts of his family by working a half day on Saturday 
should be at liberty to do so without interference by his union. 

13. Any delegate or business agent who has been convicted and 
served a prison term for extorting money from employers or for 
otherwise xusing his position as a business agent to coerce employ- 
ers whose woA comes under his jurisdiction, should be made in- 
eligible to future appointment or election to that post. The 
unions should not sell their good names by such defiance of law 
and by placing it in the power of a man once thus convicted, 
either to repeat the offense or to wreak vengeance upon the em- 
ployers who brought about the punishment that he has justly suf- 
fered for betraying the confidence placed in him by his fellow 
memberSw 

14. Regulations should be enacted prohibiting any union, or 
any businesiS agent of a union, from enforcing a scale of daily 
work, such as done by Local No. S14 of the Plasterers' Union in 
Long Island City. 

1 5. In addition to the matters above stated with respect to the 
plumbers unions, the following regulations and practices of cer- 
tain of those unions must be abated : 

a. Providing that only one helper may be employed to two 
plumbers. 

b. That the helper cannot use tools if the plumbers are 
using tools on the job. 

16. The Cement Masons Union have a provision (section 5, art. 
5 of the by-laws), requiring that where two men are employed, 
one must be paid a foreman's wages, and that where four or more 
men are employed, the foreman shall not handle any tools. This 
provision should be repealed as should also section 19 of article 
5 and the further provisions that where a delegate of the union 
decides that an employer is not justified in discharging the shop 
steward he must be reinstated. 

These specific provisions are in addition to all the general ob- 
jections above set forth. 

17. Metal Lathers. — The rule requiring the employment of 
metal lathers on a job wherever concrete is being poured by com- 
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nion laborers that compels the employer to have a foreman to look 
on whilst the work is tbeing done by the laborers although there 
are no lathers on the job, and there is nothing for the lathers to 
do, is unreasonable, as is also thei requirement that if only one 
man is employed on the job he mu^t receive a foreman's wages. 

18. Painters, The Painters Union not only throughout the 
State but throughout the United States have a regulation to the 
effect that where the office of the employer is located in a city or 
state other than that in which the work is being done, the em- 
ployer must pay the members of the local unions who are doing 
the work the rate of wages that happens to prevail in the city in 
which the employer lives where the rate is higher than the rate 
prevailing in the city in which the work is done. There is no 
reason for such a regulation. 

To instance its practical result in the Boroughs of Manhattan 
and Brooklyn : A contractor or employer with an office in Brook- 
lyn must pay painters on a job he is doing in New York $1 per 
day more than they would get if the employer happened to have 
his office in Manhattan, because the rate of wages in Brooklyn is 
$1 more than it is in Manhattan. Why the rate of wages to be 
paid the mechanic should depend on the place in which the office 
of the employer isi located rather than on the prevailing rate 
where the job is done, is explainable only on the theory that the 
unions are assuming to regulate and suppress competition between 
contractors and so that no contractor in one city will be able to 
compete on a job in another city. It is a thoroughly vicious regu- 
lation. 

19. Under section 19 of article 7 of the District Council of 
New York, the painters allow only one apprentice for every ten 
men or under, but no shop is allowed more than two apprentices 
no matter how many men may be employed. If such a limitation 
upon apprentices is continued, there will soon be only one painter 
to every ten now in the trade. There is also a regulation in the 
Brooklyn and Long Island Union limiting the size of a paint 
brush to 4% inches in width, the purpose beiag to have the men 
do as little work as possible. These regulations should, of course, 
be repealed. 

At a meeting subsequent to the service of these suggestions they 
were agreed to by a committee representing the Building Trades 
Council, subject to the modifications embodied in the following 
memorandum. 
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(3) Compliance with Suggestions of Committee. 

At a meeting held this 4th day of January, 1922, at the resi- 
dence of Mr. Samuel Untermyer, there were present the fol- 
lowing: 

Mr. Patrick Crowley, representing the Building Trades Coun- 
cil, Mr. Martin McCue, Business Delegate of the Steamfitters 
Union, Mr. Patrick Drew, Business Agent of the Plumbers 
Union, Mr. Richard Patterson, President of the Sheet Metal 
Workers Union, Mr. Thomas Clark, Business Delegate of the 
Electric Workers Union No. 3, Mr. Samuel Squibbs, Business 
Agent of the Granite Cutters Union, with Mr. Frank X. Sulli- 
van acting as their Counsel, — these gentlemen together consti- 
tuting a Committee appointed by and representing the various 
Unions connected with the Building Trades Council. 

The various changes in the Constitutions, By-Laws, Rules, 
Regulations and Practices of Labor Unions throughout the Cities 
of the State demanded by the Joint Legislative Committee on 
Housing were taken up for consideration and agreed to, except as 
follows : 

(1) Regulation No. 2 is amended so as to provide that the 
initiation fee shall in no event exceed $75 which shall be pay- 
able to the extent of $25, whatever may be the fee, upon the 
initiation and the balance in weekly installments of $5 per week. 
Wherever the initiation is $30 or less, it may be payable at one 
time. 

(2) Regulation No. 3 is amended so as to substitute the age 
of 20 for the age of 25 as the limit for apprentices, and the fol- 
lowing was added to Demand No. 3: "All limitations in the 
various Constitutions, By-Laws, Rules, Regulations and Prac- 
tices of the Unions looking to the limitation upon the number of 
apprentices are to be abrogated and repealed. There is, how- 
ever, no objection to the insertion in the agreements between 
employers or Employers Associations and Unions to the effect 
that whilst the employer is not to be limited in the number of 
apprentices he must not abuse this privilege and that each em- 
ployer may have in his shop such number of bona fide apprentices 
as may be practicable for the purpose of that particular shop. In 
the event of differences between the Union and the Employers' 
Association as to the ni:mber of apprentices that in tho jiiflgmoiit 
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of the employer it may be practicable to employ in any given 
fc>hop, that question shall be determined by the Trade Board/' 

(3) Begulation No. 5 is to be amended so that instead of 
requiring that an independent certified accountant be " elected " 
by the members, he may be '^ selected," so that the accountants 
will not be regarded as in any sense members of the Union. 

(4) Demand No. 6 is amplified so that whilst the Unions are 
prohibited from enacting any Rule or Eegulation or indulging in 
any practice looking to assuming jurisdiction over employers 
or the right to discipline or fine them, nothing in this provision 
is to be construed so as to limit such legal, reasonable and proper 
contractual undertakings, agreements and arrangemjents as the 
employers and the Unions may see fit to enter into with one 
another. 

(5) Demands No. 8 and No. 10 are not to be modified but are 
to be amplified so as to make it plain that nothing contained 
in any of these provisions will require the members of the unions 
to handle materials manufactured in non-union shops. 

(6) Referring to the illustration of the anti-siphon trap in 
the above. The representation is made that the plumbers are 
satisfied that this is an unsanitary device and they feel that they 
should have the opportunity to demonstrate that fact. It is 
thereupon agreed by Mr. Untermyer on behalf of the Committee 
that the Committee will ask the New York City Board of Stand- 
ards and Appeals upon the request of the Plumbers Union to 
reconsider its determination heretofore made in favor of the 
anti-siphon trap, it being the desire of the Committee that no 
device that is in fact unsanitary shall be used in building con- 
struction either in New York or elsewhere. The Committee 
insists and the unions agree, however, that every device that has 
been and remains approved by the City authorities shall be 
handled by the unions regardless of their own opinions on the 
subject. 

(7) The amendment required by paragraph 9 of the changes 
shall be so construed and acted upon that in all By-Laws to be 
passed thereunder by the unions, provision may be made for 
penalizing employers who fail to pay their men until after 
quitting time to the extent only of requiring such employers to 
pay double time for the period of delay but in no event shall 
such penalty extend beyond one day^s regular pay. 

(8) Demand No. 13 is to be amended so as to contain the 
following proviso : " Provided, however, that where it shall 
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appear that any such Delegate or Business Agent was convicted 
of such offense because of acts done by him by authority of 
his union, this provision shall not apply." 

(9) With respect to the charge that union plumbers will not 
work upon a job without a helper, the union delegate denies that 
there is any such regulation or practice and claims that they 
favor having the journeyman work on the job without a helper. 
Whatever there is to this complaint is said to be a burden imposed 
by the master plumber without the encouragement of the union. 

The demands as above modified are to be approved by the 
Executive Committee of the State Federation of Labor and to 
be forthwith carried into effect by the various locals throughout 
the State. 

The Bricklayers, Carpenters and Painters Unions of New York 
county are not members of the Building Trades Council. The 
local Bricklayers, Masons and Carpenters Unions have agreed to 
the changes but their action must in certain respects be ratified by 
their international unions, which is understood to be formal, but 
the Painters Union continues to refuse its assent to abrogating 
its restriction upon the number of apprentices and it may become 
necessary to take legal proceedings. 

The transactions heretofore referred to in this report dealing 
with labor conditions and their effect upon building construction 
necessarily constitute only a proportion of those revealed by the 
testimony before the Committee and undoubtedly constitute but 
a proportion of similar cases that have burdened the building in- 
dustry. It is difficult to summarize the testimony on this or any 
other branch of the inquiry within the reasonable or readable lim- 
its of a report. 

(4) Incorporation and State Regulation of Labor Unions. 

As a result of the laws and practices of Labor Unions con- 
nected with the building trades as disclosed by the Committee, 
there has been widespread discussion of the advisability of requir- 
ing these Unions to be incorporated or of subjecting their affairs 
to rigid State supervision. 

Your Committee finds no justification or necessity for any 
such action at this time. The numerous reforms suggested by 
the Committeo have boon ajrreed to by most of the Unions. If, 
after a reasonable time has elapsed in which to put these reforms 
into effect, it is found upon further investigation that there is 
substantial opposition among the Unions and that they cannot 
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be put into effect without legislation, your Committee will so 
report and will then recommend the character of the laws to be 
passed. 

We find, however, no general disposition to oppose these 
reforms. They have on the contrary been very generally agreed 
to and will doubtless be put into force. 

So long as such organizations as the National Erectors 
League and the Iron League, to which) more detailed ref- 
erence will hereafter be made, are permitted to operate 
without the requirement of incorporation or supervision and 
are allowed to use all maimer of means to exterminate 
organized labor, and so long as illegal combinations that have 
been thriving throughout the length and breadth of the land, such 
as are elsewhere described in this Report, are permitted to go 
unchecked and unregulated, it would be unfair and inequitable 
for the law-making power to impose supervision upon the Labor 
Unions, especially so long as the latter are actively and in good 
faith endeavoring to bring themselves within the law and to cor- 
rect whatever abuses in their organization or practices are pointed 
out to them. In our opinion no such unjustifiable discrimina- 
tion should be made. 

The State is tolerating many unincorporated associations that 
are not subject to supervision that are in our judgment more 
urgently in need of State regulation than are the Labor Unions. 



CHAPTER 6. 

COMBINATIONS TO FIX PRICES AND RESTRICT 

COMPETITION. 

(1) Gteiieral; Eddy's Book. 

Although your Committee was aware in a general way of the 
existence of illegal combinations in the building trades it is 
amazed at the all-inclusive extent of these vicious conspiracies. 

In almost every branch of the many activities that enter into 
building construction we found these combinations rampant 
and unchecked and competition completely throttled. The result 
was accomplished by all manner of devices, from the flagrant 
matching of bids and ill^al combinations between employers 
and employees associations, to the surreptitious agency of the ap- 
parently innocuous Luncheon Club, under cover of which pro- 
duction was regulated, territory apportioned and prices fixed be- 
tween ostensible competitors. 

We have been unable to find any branch of the industry other 
than the members of the Master Builders Association in which 
there was free competition, such as the law demands. 

Nor is this situation by any means confined to the industries 
connected with the building trades. Evidence of its existence in 
many other directions was incidentally encountered. 

Confining our attention now to the topic of the building indus- 
try, with which alone your Committee is dealing, we find that 
throughout the length and breadth of the country producers are 
combined with producers; manufacturers with manufacturers; 
dealers with dealers; workingmen with workingmen. Not only 
do these combinations extend horizontally between the members 
of the same class, but vertically from the members of one class 
to those of another. 

There are combinations between the manufacturers and the 
dealers; between producers and manufacturers; between dealers 
and unions of workingmen, so that the whole industrial and com- 
mercial system in the industries connected with building con- 
struction is riveted in an interwoven and interlocking cries-crosa 
of combination and obligatory arrangement. Competition in 
price and output of these essentials is held under the incubus of 
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a pyramid of combinations extending from the workingman and 
the retailer and reaching its apex in the original producer. 

Although agreements in restraint of trade are almost as old 
as the common law, the highly developed systems and methods of 
strangling competition that now exist are the growth of compara- 
tively recent years. 

In 1912, Mr. Eddy, a member of the Illinois Bar, published a 
book entitled '' The New Competition." It was a treatise on the 
economic principles that Mr. Eddy had employed in organizing 
combination's between many prominent formerly competing in- 
dustrial and commercial concerns. Among the specious theories 
advanced by Mr. Eddy in his book in defense of his contention 
that these arrangements are not destructive of competition and are 
therefore not within the condemnation of the law, the following 
concrete examples are taken verbatim from the edition of 1917: 

*^ Competing in the open, with full knowledge of all the 
conditions influencing others, no man would make a 
ruinously low price or an arbitrarily high one." 

" It is not easy to persuade men that bidding below cost to 
beat a competitor is poor policy, but it has been demonstrated, 
and in this respect the new competition is better than the 
old. It is not easy to convince courts and legislatures that 
rivals in the same trade or industry can get together without 
entering into illegal agreements, but they do and that is 
another of the good results of the new competition." 

" That in these days it is not uncommon to hear men say 
that they have a little Association but they never talk about 
prices, that they just lunch and talk over things generally, 
but don't agree on prices, meet for the fun of the thing and 
that some of them travel a thousand miles once a month for 
the pleasure of lunching together, but that such childplay 
pretenses do not deceive anybody and that no self -respecting 
lawyer would permit clients to make such futile statements 
to a court." 

" That it is almost as common to hear men say that they 
have an Association but don't agree on prices, that one gets 
up and says that his price is so and so and the others get up 
and say their prices are so and so, and the result is that the 
price of everybody is so and so, that naturally they don't 
agree what they shall be. They just exchange views and let 
prices take care of themselves." 



Intermediate Report 67 

Mr. Eddy's book is typical of several similar works that have 
appeared in recent years. The doctrine of these writers and the 
anwritten theories that lawyers and leaders in the business world 
have invented for the purpose of suppressing or r^ulating com- 
petition have permeated every field of the industrial world, and 
we find that business men, large and small, have enthusiastically 
embraced the schcalled '* new competition,^' applying its principles 
sometimes with a show of keeping within the law and the dic- 
tates of morality and sometimes more bluntly and crudely, but 
with the same result, as in the case of Hettrick, putting these 
theories into practice in such a way as to strip themselves of the 
appearance of " keeping prayerfully within the law." 

At no time was there an honest basis for the pretext that the 
organizations of competitors under the so-called Eddy or " Open 
Competition Plan" and similar devices to evade the Anti-Trust 
Law was intended to serve legitimate business purposes. The 
exchange between competitors of detailed information of their 
business, even though as claimed, it related only to closed 
transactions, could serve no purpose sufficiently valuable to 
repay the expense of maintaining these costly organizations 
or to justify the disclosure of business secrets. The ultimate ob- 
ject is always found to be in the direction of restricting prices or 
output, or both. 

The United States Supreme Court has fortunately within the 
past two months put an end to all this " pretense " in the Hard- 
wood Lumber case, in which one of the apparently most innocuous 
of these " Open Competition " organizations has been denoimced 
as an unlawful combination. 

Until that decision was announced, a number of the combina- 
tions of manufacturers of building materials, of which the cement 
trust claimed to be an example, were operating under cover of 
these claims. 

The cost of construction of buildings in recent years has been 
grossly and unconscionably inflated to proportions largely in ex- 
cess of what should be the real cost by reason of the widespread 
elimination of competition among manufacturers, jobbers, con- 
tractors and retailers in every branch of the industry. 

Tour Committee established the fact that many of these organi- 
zations existed for the ostensible purpose of legitimate coopera- 
tion but actually for the purpose of disclosing to and comparing 
with each other their estimates upon jobs, fixing prices, matching 
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their bids, apportioning territory, restricting output, and dis- 
tributing to their members quotas of supposedly competitive busi- 
ness without competition and at highly inflated prices. 

An owner or builder letting out work on contract had no access 
to a competitive market or to any means of reducing the bids 
to the levels that economical construction required. Such a 
market did not exist. He submitted his plans and specifications 
to prospective bidders who were supposedly competitive and the 
latter sent them to a central agency which prepared an estimate 
of costs for all members of the agency or organization and not 
infrequently revised the bids so that the work should be distributed 
in rotation free from competition. Needless to say, these esti- 
mates insured an excessive margin of profit. A member of the 
organization then took the contract at a pre-arranged price with 
the consent of and under an arrangement with the other mem- 
bers. Obviously the builder instead of securing the lowest price 
on the job was fraudulently compelled to pay the highest price 
that was demanded. 

Of all these organizations, the associations that were organized 
and directed by John T. Hettrick, were the most crude and Tin- 
scientific in their defiance of legal saf^uards but in principle 
and results they were no worse than the others. 

(2) Deliberate Arrangement of Bids on Specific Jobs; Hettrick. 

Hettrick was the organizer and the guiding spirit of three 
large local organizations that were active in and around New York 
city: The Plumbers' Association, the Steam Fitters', Heating 
and Ventilatirig Association and the Greater New York Cut 
Stone Contractors' Association. They were small transactions 
when compared with any one of a dozen or more of the Nation- 
wide combinations that were subsequently dissolved. 

The members of the Hettrick associations paid to a " trustee " 
a certain percentage of their gross annual business for what Het- 
trick tennis " insurance." The percentage ranged from thre« 
per centum downwards, according to circumstances. In addition, 
Hettrick received from the members of each organization his fee 
of one per centum of the gross annual business. He started his 
operations in this field in 1916 by forming the Plumbers' Associ- 
ation. This organization consisted of thirty-two members — some 
corporations, others firms and still others individuals. He also 
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organized the Steam Fitters' Heating and Ventilating coterie 
and the Cut Stone Contractors' Association. The last-named 
organization was a local association connected with a central or 
international body known as the " International Stone Cutters' 
Association," of which Hettrick was also the representative inso- 
far as concerned its activities in the Metropolitan District. 

Each of these organizations operated under a so-called " Code 
of Practice" which Hv^ttrick adapted to local conditions. The 
method by which these three oi^anizations eliminated competi- 
tion between their respective members and incidentally swindled 
and deceived the contractors and the public by posing as com- 
petitors and pretending to estimate against one another differed 
in some respects from that which has been commonly practiced 
by other organizations of a similar character but the underlying 
principle was the same. Taking the Plumbers' organization as an 
illustration, it was about as follows : 

It was the duty of every member upon learning that estimates 
were about to be taken for a job to send Hettrick a card to the 
effect that the member intended to bid on that job. This was 
followed by a card of another color from Hettrick advising the 
member what should be his bid. When the member had 
completed his estimate it would be sent too Hettrick. With these 
various estimates before him he would make whatever changes 
were necessary in order to apportion the various jobs among the 
members in the manner which he believed to be equitable and 
so as to give to a member whose turn it was to receive a job that 
particular job. Those that were too low to permit the particular 
member to take the job allotted to him, were increased so that 
this member became the lowest bidder. His estimate was fre- 
quently increased but the others were increased proportionately so 
that he should get the job. 

Having thus determined what sum each of the members should 
bid, in sending in his estimate to the unsuspecting owner or con- 
tractor who believed he was actually receiving competing esti- 
mates, Hettrick would send a card of still another color (the 
colors of the cards differed in the different organizations) to each 
of the persons who had sent him their proposed estimates, which 
would either correct the estimate as sent or state that it was cor- 
rect. It was in accordance with this routine that millions of 
dollars of plumbing, steam fitting, heating and ventilating and 
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limestone contracts were awarded in the city of New York by 
the unconscious victims of this system. 

Inasmuch as Hettrick's commissions depended upon the amount 
realized on the various contracts, it was to his interest to fix the 
prices as high as possible, thereby increasing his " insurance ^' 
and commission. 

The uniformity of purpose and cohesion of action by which the 
members of the various Hetrick group acted is shown by the 
practice of the Associations when any member engaged in what 
was considered a violation of the " Code of Practice." The sec- 
retary of the Cut Stone Association testified that the rules of the 
organization required all estimates to be recorded with the associa- 
tion before the contract was taken. Whenever there waB suspicion 
that a member had violated this rule by taking a contract without 
first filing and securing the approval of his bid, any other member 
was at liberty to make complaint and thereupon all bids were 
opened before a general meeting of the members. 

Illustrative of this procedure is the following letter addressed 
to the Greater New York Cut Stone Association by the Atlas 
Stone Workers, Inc., of June 19, 1920, which states: 

" The member Bernstein Cut iStone Company has taken a 
job to the amount of $500 without recording his bid and 
without getting a bid from Hettrick as per our rules, there- 
fore making a complaint to be heard to the complaining com- 
mittee in charge.'^ 

In another letter addressed to the organization by Purcell Bros., 
Inc., bearing date of September 22, 1920, the writer says: 

"We hereby request the opening of bids filed for stone 
work for alteration to building at 46 West 40th St., New 
York City, as we are informed that this contract has been 
taken by the Lavania Cut Stone Company, one of our mem- 
bers, without the formality of filing their bid.'' 

From the testimony of Mr. Henry Hanlein the routine of 
Hettrick's scheme is clearly disclosed. Hanlein was a member 
of Hettrick's organization and testified that before the members 
sent in any estimates they were supposed to fill in a card and 
return it to Hettrick; then they made their estimates after send- 
ing their first card and sent the estimate to Hettrick ; he sent a 
card stating whether the estimate is approved ; " if he did not 
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approve the figure of the second card he might probably call the 
member by telephone and tell him that his figure was not correct 
and that he had made a mistake." 

" Q. By Mr. Untermyer : He does tell yon what figure to 
name ; that means after you get that figure from Hettrick yon 
put in the estimate at the figure he tells yon ? A. Yes. 

" Q. That means, doesn't it, that he has had before him 
all the figures that the members propose to estimate on a 
given job? A. Yes." 

Further testifying the same witness explained his relations with 
Hettrick as follows: 

'^Q. In many cases he gives it to some other man and 
makes you raise your estimate ? A. I think he has done that. 

" Q. That is, in order to apportion the work and get 
better prices ? A. That may be his intention. 

^' Q. You know it is your intention, is it ? A. I want to 
get all the work I can. 

" Q. And you want to get all the money you can, as good 
prices as you can? A. Certainly. 

" Q. And that is the reason you went into the Hettrick 
arrangement, wasn't it? A. Certainly, 

"Q. Don't you see that it plainly and clearly is an ar- 
rangement in restrainst of competition? A. We were told 
it was not. 

" Q. Who told you ? A. Hettrick. 

" Q. And you believed him ? A. Yes." 

The same witness also informed the Committee that Hettrick 
frequently rang him np after his estimate and told him to put in 
an estimate on a different figure. 

'^ That was raising the estimate, and if he put in a higher esti- 
mate he did not get the job and Hettrick knew that, he did that 
in order that some one else might get the job who was more en- 
titled to it because he did not have the amount of work that he 
ought to do." 

Hanlein also testified that if it appeared at stated periods 
that a member had received an over-allotment of work, an adjust- 
ment was made between him and the other members of the 
association. 
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In order to induce these men to accept his assurance that the 
scheme was legal Hettrick pointed to a portrait of the then and 
since lamented Chief Justice White of the United States Su- 
preme Court which he had hanging in his office and assured thexn 
that he had approved its legality. 

(3) Hettrick 's Relations to City Contracts. 

The corrupt influence exercised by Hettrick in the business 
world was boldly extended by him so as to include contracts let 
by the city of New York. But for the timely interposition of 
your Committee and its exposures the city would probably have 
been mulcted out of many more millions of dollars. As it is 
the city has been unquestionably cheated by Hettrick and his 
associates and the members of the associations that he controlled 
to an estimated extent of not less than $5,000,000. 

Hettrick succeeded in securing the substitution of lime-stone 
for terra cotta in the construction of school-houses and in foisting 
limestone upon the City for these schoolhouscs at prices fixed by 
matched bids. 

It was impossible for the Committee in the limited time at 
its disposal and the many subjects requiring investigation to 
inquire into each of these public schocl contracts. The follow- 
ing taken from the testimony are fair illustrations : 

John Aisenberg was an employee in Mr. Hettrick's 
office. Aisenberg identified the various cards used by 
the respective bidders in connection with the lime stone 
contracts for Public School 144 in Brooklyn. Testifying 
with reference to the cards, Aisenberg showed that on this 
job the estimates filed in Hettrick's office by the intended 
bidders were respectively: $10,403; $11,345; $11,340; 
$10,989. As evidenced by Hettrick's annotations in lead 
pencil, these estimates were changed by Hettrick so that the 
first was raised to $12,403 ; the second was unchanged ; the 
third was increased to $11,940 and the fourth raised to 
$11,589. After the changes made by Hettrick, the members 
of the group put in the altered bids to the City as ordered 
by Hettrick. The result was that the bidder at $11,345 
received the contract although in open and honest competi- 
tion the City would have let the contract for $10,403. 

A similar manipulation of bids is disclosed by the record 
in connection with Public School No. 43 in Brooklyn. On 
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that job there were five bids for limestone work. Hettrick 
also caused to be put in another hid known as an "accommoda- 
tion bid '^ to deceive the city authorities into believing that 
competition was active and extensive. Before the bids were 
put in to the City the members filed in Hettrick's office the 
following estimates for the job: $4,405; $3,996; $3^987; 
$2,583 and $3,767.50, Again Hettrick's magic pencil boosted 
the first figure to $4,705; the second figure to $4,925; the 
third figure to $5,150 ; the fourth figure to $4,283 ; the fifth 
figure to $4,980. Hettrick then put in an "accommodation 
bid '^ in the name of one of his members for $5,260. The 
job went to the member who had bid to the city $4,283 on 
Hettrick's suggestion, although the same member had been 
willing to do the job for $2,583. 

The City was again defrauded in connection with the 
cut stone work on Public School 83. For this work five 
contractors sent in original estimates to Hettrick's office. 
The following were the figures: $8,530; $7,020; $8,280; 
$8,085; $9,320. Under Hettrick's revision the same con- 
tractors put in their bids to the City at the following figures : 
$9,030 ; $8,970 ; $9,280 ; $9,285 ; $9,520. For the purpose 
of creating the impression that there existed a competitive 
market, Hettrick directed one of the members to put in a 
bid of $9,150. The juggling resulted in the forcing upon 
New York City of a bid of $8,970 for the work which the 
successful bidder on the basis of honesty and fair competi- 
tion could have done for $7,020 according to his own 
estimates. 

It has been impossible to accurately determine the extent of the 
frauds practiced on the City through the Hettrick combinations 
alone. The extent of these frauds through other combinations is 
unknown. Confining ourselves now to HettricFs activities, and 
apart from the limestone contracts, the City was unquestionably 
swindled out of millions of dollars in these school' contracts through 
" matched bids " for plumbing work and on the heating and ventil- 
ating contracts that were awarded separately from the plumbing. 

In this connection it should be borne in mind that the Law 
requires the City to separately award plumbing contracts and 
heating and ventilating contracts. These two items cannot be 
given to a general contractor. With respect to these the agree- 
ments are made directly with the City. 
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A single illustration of the many cases disclosed will suffice to 
make clear the uniform method adopted both in the plumbers 
oiganization and in the heating and ventilating organization under 
Hettrick's direction in dealing with the City of New York : 

Hettrick's cards showed that there were five bidders on the 
heating and ventilating contract on Public School No. 100. The 
estimates for this work as submitted to Hettrick showed the fol- 
lowing figures: $92,770; $95,790; $95,670; $94,681; $94,000. 
By Hettrick's directions these figures were revised by the several 
members as follows: The first bid of $92,770 was changed to 
$101,500; Hettrick directed that the second bid of $95,790 should 
not be put in; the third bid of $95,670 was changed to $101,- 
500.82; the fourth bid was changed from $9-4,681 to $102,000; 
the fifth bid from $94,000 to $101,440. By means of this fraudu- 
lent re-arrangement of bids the Wells & Newton Company 
appeared to be the towest bidder at $101,050 although that Com- 
pany had signified its willingness to do the work for $94,000 and 
their competitor, Gillies & Geohagen had estimated the job at 
$92,770. A significant annotation in Hettrick's handwriting on 
one of the cards contains the following: 

" City of New York appropriated $105,000 to cover this work," 
from which it will be noted that the bids were lifted so as to con- 
sume the appropriation. 

The revelations of which the above constitute but a few illus- 
trations having to do with school-houses built in the City of New 
York came in many cases too late to save the City from being 
victimized by this combination. Plumbing, and heating and 
ventilating contracts to the extent of many millions of dollars 
made under those collusive conditions had been partially per- 
formed. Counsel for the Committee insisted that the parties to 
this fraud should not be paid and demanded that the Corporation 
Counsel advise that the contracts were void as they manifestly 
were. He did so advise the Board of Estimate in writing aod it 
was supposed that these payments would be contested. 

It was subsequently ascertained, however, to the amazement 
and chagrin of the Committee, that within a few months after 
this advice was given, the payments to these bidders was made 
under the advice of the Corporation Counsel upon the deduc- 
tion of the insignificant and absurd amount of 1 per cent from 
the contract price. 
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The revelations of wMch the above are illustrations with ref- 
erence to the frauds practiced upon the City in the construction 
of sohool-houses and the insistence of the Committee did, however, 
lead to the rejection of estimates for school-houses for which 
contracts were then about to be made. The estimates on those 
school-houses were $63,110,624. As a result of re-advertising 
for bids for the same and two additional school-houses, the revised 
bid was $50,481,960, showing a saving (allowing $1,000,000 for 
each of the two additional school-houses) of about $15,000,000 as 
a direct result of the Committees exposures. 

These few instances of frauds practiced upon the City arc 
merely illustrative of what it must have suffered in the way of 
extortion from combinations in the various lines in the few years 
preceding the beginning of our inquiry. All public works were 
affected in the same general way from the operations of these 
illegal combinations although the methods employed to throttle 
competition differed in the case of each industry. 

Some faint conception of the effect of these conspiracies on 
jjrivate construction may, however, be gathered from the few 
experiences of the City above cited the many that appear in the 
record. 

It was proven by the testimony of the officials of the two largest 
building contracting corporation's in the United States, — the 
George A. Fuller Company and the Thomp9on-Starrett Company, 
— together doing an annual business of over $160,000,000 that 
they were confronted by the extortions of these combinations on 
substantially every item that enters into building construction 
in such basic materials as cement, brick, iron, sand, stone, glass, 
plaster, lumber, flooring, plumbing, heating and the like. The 
bids were invariably juried and in many of the cases were 
uniform to a penny, regardless of where or from whom they were 
taken. 

In some industries the exactions were so intolerable that these 
concerns started and operated their own plants to furnish their 
requirements. 

It will be quite impossible within the required limits of this 
Report to present an adequate picture of the desperate situation 
thus created. There are thousands of pages of testimony dealing 
with this subject from every angle which cannot even be ade- 
quately summarized here without extending this Eeport to 
unreadable lengths. 
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Suffice it to say that the building industry was held in a vise 
from which there was apparently no escape until the grip of these 
combinations was partially relaxed by exposure and punishment 
but the work of exposure is still far from complete and the more 
effective restraint and warning that will come from the punish- 
ment of the offenders is just about fairly under way. 

In the bulk of the cases, it has been impossible as yet to present 
the cases to the Grand Jury. There are at least twenty or more 
su6h combinations still involving upwards of 600 parties awaiting 
action by the Federal and State authorities. 

Perhaps the most striking instance of Hettrick's operations 
with the CSty of New York and of their effect upon the City 
Treasury is to be found in the facts surrounding the award of the 
contract for the stone work on the then contemplated Courthouse. 
It had originally been not only contemplated but actually specified 
that the structure should be of granite, when Hettrick appeared 
upon the scene on behalf of the members of the same Limestone 
Eing for which he had been successful in procuring the alteration 
of the specifications for the public schools from terra cotta to 
limestone. 

The Courthouse limestone ring consisted of nine of the members 
of the Hettrick limestone combination. 

Having had limestone substituted for granite the nine Lime- 
stone conspirators who were to be interested in the bidding, met 
in Hettrick's office and entered into a written agreement (which 
was destroyed when the representatives of your Committee raided 
Hettrick's office with a search warrant) by which Henry Hanlein, 
one of their number, was to become the sole bidder and the others 
were to refrain from bidding and in consideration thereof were to 
have the privilege of participating in the work under Hanlein. 

Hanlein's uncontested bid was accordingly submitted by 
arrangement with his co-conspirators for $1,840,000 on which 
Hettrick was to receive a commission of 3%% or $52,000 for 
his " services " in securing the change in the specifications and in 
rigging up this iniquitous swindle upon the City.* 

^Strangely, although there were over 30 Limestone Contractors 
in New York City, the fact that there was only one bid did not 

* This Limestone contract was at the rate of $9 per cubic foot whilst the 
same kind and) quality of Limjestone and of equal market value was being 
furnished to the private buildings then in course of construction in the 
Oity of New York at from $4.50 to $9 per cubic foot, showing that the city 
vrsua being, swindled on this one contract to the extent of upwards of $800,000. 
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arouse the suspicion of the City authorities. The contract was 
awarded to Hanlein as the sole bidder and was actually executed 
when the advent of the Committee and its exposures blew the 
scheme into fragments. 

(4) Sub-Contracts for Public Work in New York Oity. 

The present requirement of the New York City Charter, com- 
pelling the City authorities to readvertise and relet contracts 
where a contractor has abandoned the job or defaulted on his con- 
tract, is defective, in failing to properly protect the Oitj, and 
has resulted in heavy losses to the CHy, 

Section 419 of the Charter provides that in case any work 
shall be abandoned by the contractor : 

" It shall be readvertised and relet by the appropriate Bor- 
ough President or the head of the appropriate Department 
in the manner in this section provided.^' 

This section requires that the entire contract be readvertised 
and relet by the City without the City receiving the privilege of 
adopting any of the existing subcontracts which the principal 
contractor may have made, even where the adoption of such sub- 
contracts would be most advantageous to the City. 

The result of this has been to release subcontractors where it 
would be most advantageous to the City to adopt certain of the 
subcontracts and to insist upon their completion. An illustra- 
tion of the unvnsdom of this inelastic provision was strikingly 
brought to the attention of the Committee in the case of the con- 
t:^act for the construction of the Cumberland Street Hospital in 
Brooklyn where there was reason to suspect that the contractor 
being irresponsible and the City not having taken proper security 
for the performance of the contract, the price of labor and mate- 
rials having substantially advanced since the making of the con- 
tract, the contractor deliberately defaulted on his contract for the 
exprass purpose of releasing the subcontractors, and they thereby 
became released. 

The law in its present condition does not permit the City upon 
such a default to adopt such subcontracts as are advantageous 
to it and to insist upon their performance. The failure of the 
contractor automatically releases the subcontractors. 

In the case of the Cumberland Street Hospital the original bid 
for the completion of the job was $557,000. The contractor be- 
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came bankrupt after about two^thirds of the work was finished 
and paid for and the City was obliged to relet the balance of the 
contract for completion at $663,000, so that the building which 
was to cost $557,000 to complete cost the City upwards of 
$1,000,000. This was due largely to the fact that the City was 
unable to adopt the existing subcontracts. 

The same subcontractors were in the main employed by the 
new contractor to complete the work. They charged in most cases 
almost as much, and in one twice as much, to complete from one- 
half to one-third of the balance of their contracts as the total sum 
reserved to be paid them for their entire work by the original 
contracts. 

In this connection your Committee recommends that the 
Charter be so amended as to provide that where a principal eon- 
tractor abandons the work or makes default in the performance 
of his contract and is excluded from completing it or where for 
any reason the City cancels his contract it may adopt the su!b- 
contractfl made with the defaulting contractor and may readver- 
tise and relet the balance, and that when such subcontracts are 
so adopted the subcontractor shall be obligated for their perform- 
ance in the same manner as though the principal contractor had 
remained on the work or as though their contracts had been made 
directly with the City. 

Such a provision does no injustice to the subcontractor whilst^ 
on the other hand, it removes from dishonest or irresponsible con- 
tractors the incentive to abandon their contracts for the benefit 
of subcontractors who desire to be relieved from their obligations. 



CHAPTER 7. 

RELATIONSHIP BETWEEN BUILDINO TRADES EMPLOY- 
ERS' ASSOCIATION AND BUILDINO TRADES COXTNCIL. 

Before listing and analyzing in a general way the various com- 
binations, reference should be made to the Building Trades Em- 
ployers Association (hereafter referred to as the Employers Asso- 
ciation) and the Building Trades Council (hereafter referred to 
as the Council) and to the relations between them. 

The activities of the Employers Association are confined mainly 
to the City of New York, although its members include many 
of the leading employers connected with the building trades whose 
operations extend throughout the United States. It is a sub- 
sidiary of or affiliated with the National Building Trades 
Employers Association, an organization that extends throughout 
the length and breadth of the counitry, which has upwards of 
3,200 concerns on its roll of membership. 

The membership of the Employers Association is about 1,000. 
It is composed of members of constitutent associations of 
employers in the various industries connected with the building 
trades and includes also individual and firm members. The 
total invested capital represented by its membership runs into 
millions of dollars. This local organization is managed by a 
Board of Govemons. It has a Constitution and By-Laws that 
are enforced by its members under compulsion of fines and 
penalties. 

As heretofore stated, the Council is an association of upwards 
of sixty Labor Unions connected in one way or another with the 
building trades with a total membership of upwards of 115,000 
men. When it was organized its then President, Brindell, was 
given despotic power in that by the express terms of its Con- 
stitution the appointment of all the officers and members of the 
Executive Committee was lodged in him. 

The Employers Association and the constituent associations 
entering into its membership are more largley than any other 
single factor responsible for the acts that have done so much to 
cripple building operations in the City of New York. Various 
combinations above referred to (to some of which reference will 
hereafter be more specifically made), found protection under the 
sheltering wing of the Employers Association. It was largely 
through the assistance and encouragement of this Association 
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by reason of the character of its contracts with the Council and 
with other labor Unions that these constituent associations were 
able to force unwilling members into their fold and to impoec 
upon them unlawful restraints upon competition. 

Many of such constituent associations were a mere cover for 
price-fixing, restriction of output or division of territory and for 
the practice of the many other devices that had for their purposes 
the exaction of tribute from owners, builders and contractors. 

Members were supposed to join the Employers Afisociation 
solely to be in position, through that instrumentality and through 
the other constituent associations that were members of the Em- 
ployers Association to deal as a unit with the Labor Unions that 
were banded together under the leaderiship and protection of the 
CounciL If the Employers Association had confined its activi- 
ties to that Intimate purpose, it would have been of valuable 
aid in stabilizing labor conditions. Whenever it is properly 
reorganized and is so limited it will be a stabilizing and valuable 
factor in the industry. 

That waa the ostensible purpose of its organization but it went 
or permitted its constituent member associations to go far afield 
and to use the Association and the conjstituent associations to per- 
secute and destroy contractors and employers who did not want 
to become members of these constituent associations. This it 
did through its constituent associations by means of conspira- 
cies between those associations and the Council, to which refer- 
ence will hereafter be more fully made. The relations between 
the former officials of the Employers Association and BrindeU 
and his chief lieutenants were very intimate. Brindell had ap- 
parently almost as much power among the officials of the Employ- 
ers Association as he had in his own Council. 

Your Committee has been unable to discover a single instance 
in which a prominent member of the Employers Association was 
a victim of Brindeirs extortions. 

The most vicious feature of the dealings between the Employers 
Association and its constituent associations and the Council, is 
found in the written agreements made by the Council or members 
of the Council, on the one part and the Employers Association or 
its constituent Associations on the other. There are many such 
agreements. They provide in effect that the Union in question 
will furnish no labor to any person, firm or corporation that is not 
a member of the Employers Association or of one of its constituent 
Associations so long as the member employer requires the service 
of workmen who are members of that Union. 
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The agreement between the Metallic Firring and Lathing Union 
and the Employers Metallic Firring and Lathing Association is a 
type of the provision that appears in many of these agreements. 
It reads as follows: 

^^ Section 6. The party of the second part (the Union) 
agrees that before supplying men to other employers it will 
supply a sufficiency of competent journeymen and foremen 
when they are wanted to do the work of the members of the 
Metallic Firring and Lathing Association required under this 
agreement and without delaying the work of the members, 
following which the employer will employ sucb men as he 
can obtain/' 

The ol'ause above quoted placed in the hands of the Employers 
Association the most effective instrument that could be devised to 
compel all employers to enter the ranks of that Association. It 
was clearly intended to have that effect and it accomplished its 
purpose. No employer who was not a member of the Association 
could whilst business was active and I'abor was in demand secure 
the labor required in his business while the Union was obligated 
preferentially to furnish labor to the concerns listed on the roll 
of membership of the oi^anization and to furnish them all the 
labor they required before an employer outside the Association 
could get labor on any terms. 

It develops that not only were other concerns forced thus into 
these Associations that were under the wing of the Employers 
Association but that the latter went to the extreme length of 
circularizing the industry, insisting that outside employers join 
the Association or suffer the fatal- disadvantage arising out of 
their inability to secure Union labor. 

The Employers Association extended to its members other 
advantages that acted as a compelling force on outside concerns to 
become members of the Association. Article 12 of its Constitu- 
tion provides as follows: 

" To promote and maintain harmony between the differ- 
ent members, it is recommended that the members of the 
Association shall place all orders for work requiring labor at 
the building in any trade represented on the Board of Gov- 
ernors with members of this Association." 

While this constitutional provision is worded as a mere recom- 
mendation, it was put into practical effect in such a way that it 
became mandatory and its infringement was punis^hed by the call- 
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ing of strikes by the Council. This pressure was exerted Tvith 
apparent harmony of action between the Employers Association 
and the Council. Indeed, the term " rec(»nmend ^' appears to 
have been mere camouflage in the light of the construction placed 
by the Association, upon this provision in circular letters that were 
spread broadcast among the members of the' Association, of which 
the following is an example: 

"Your attention is called to Article 12 of the Members 
Constitution. It is essential for the best interests of the 
Building Trades Employers Association that this clause be 
lived up to by the members more strictly even than the 
clause requires. And the surest and quickest way of doing 
so is to carry out the simple conditions meiUjioned in Article 
12 of the Constitution * * * You are therefore urgently 
requested to investigate the question of membership in the 
Building Trades Emplbyers Association before awarding 
your contract and request and insist that your respective 
sub-contractors join the Association if they are not already 
members." 

The situation thus developed whereby the Association mon- 
opolized to itseK, largely through the influence exerted by the 
Council, all the building business in and about the City of New 
York. 

There was still another step: Delegates or Business Agents 
of certain of the Unions in the Council were axitually hired 
by these constituent Employers Association to force their 
competitors into these combinations under threats of strikes. 
Business Agents of the Plumbers Union were tried and convicted 
and served prison terms for that offense. Business Agents of the 
Steam Fitters Union are now. under indictment and about to be 
tried for the same offense. Many employers members of constitu- 
ent Associations of the Employers Association who have since 
been indicted and brought to trial for their participation in these 
combinations have proven by way of extenuation of their offenses 
that they were thus driven into membership in these Associations 
and into the perpetration of these illegal acts under threat of ruin. 

Other similar activities on the part of Constituent Associations 
of the Employers Association with the knowledge and approval of 
the Association will be referred to in another place. Among the 
many unfinished duties of your Committee is the completion of 
the investigation of the Employers Association. 



CHAPTER 8. 

OPEN PRICE AND OTHER ASSOCIATIONS IN RESTRAINT 

OF TRADE. 

The following is a brief sketch of the activities of certain of 
the manufacturers of and dealers in materials connected with the 
Building Trade: 

(1) Masons' Supplies; Gteneral Conditions. 

Lime, brick, cement, plaster and sand are among the most im- 
portant items entering into building construction. These five 
materials were supplied in the City of New York by and were 
under the control of a group of manufacturers and dealers classed 
generally under the head of Dealers in Masons Building Material 
Supplies. The operation of this group in relation to these five 
items are typical of the practices of the concerns engaged in supply- 
ing other materials necessary in the building industry. The re- 
cent history of the business of lime, brick, cement and sand is to 
some extent similar to the history of all the business connected 
with the building industry. 

Mr. Hugh White, Vice-President of the Greorge A. Fuller Con- 
struction Company, testifying in December, 1920, showed the 
market conditions in these five staples in the months preceding 
his testimony. He testified that in June, 1920, he asked for and 
received quotations from eleven different concerns for brick. The 
uniform price bid by all eleven was $30.75 per thousand at the 
building site and $25 per thousand alongside the dock. On 
account of the conditions imposed on the trade by the various 
interlocking associations requiring that purchases must be made 
only from the dealer and that the merchandise could not be had 
from the manufacturer although his goods were at the dock exposed 
for sale, Mr. White could not buy alongside the dock. 

He was compelled to deal with the middlemen. On the same 
job he received quotations from eleven different concerns for 
cement, ten of whom quoted $4.50 per barrel and one $4.60. Other 
witnesses and important builders who asked for various bids for 
cement at about the same time received in every instance uniform 
bids. It made no difference from what section of the country the 
cement was to come or what was the quantity required the price 
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84 Joint Legislative Committee on Housing 

was the same. If a builder required cement at the city or town 
where the cement factory was located he would have to pay the 
same price as though it was transported 500 miles by rail and 
handled three time. Whenever the price rose it rose automatically 
all over the country and whenever it fell it fell with automatic 
uniformity regardless of the quantity, the expense of delivery or 
of any other consideration. 

Mr. White testified further that the builder cannot huy cement 
from a manufacturer hut must take it through the dealer; that he 
must make his pwrchase from dealers within his district and thai 
he must huy his cement from the dealer from whom he pv/rchases 
the hrick. This was found to be true throughout the Ea&t. — An 
owner, builder or contractor cannot buy brick from one manu- 
facturer or dealer and cement from another ; in fact he can buy 
neither brick nor cement from the manufacturer and he cannot 
buy either from a dealer without buying the other, demonstrating 
not only a combination between the manufacturers of and dealers 
in cement and another combination between the manufacturers of 
and dealers in brick but a further combination between the 
manufacturers of and dealers in cement and the manufacturers 
of and dealers in brick. 

On w;hite cement Mr. White asked for and secured quotations 
from ten dealers. He received a uniform bid of $7.20 per barrel 
from each and all of them, showing that there was no competition 
whatever. On hydrated lime his experience was the same. He 
secured eleven quotations, all at $20.50 per barrel. (The Com- 
mittee has not yet reached the investigation of the manufacturers 
of lime.) On white sand there were nine quotations each at $5 
per yard. 

On another job in September, 1920, Mr. White received the 
following quotations for the respective materials: 

On brick thirteen quotations at $22.70 and one at $22; on 
cement fourteen dealers quoted uniformly at $5.10 per barrel. 
These fourteen firms were scattered all over the United States. It 
would have cost some of them many times as much to deliver 
the cement as it would have cost the others. On white cement 
there were eleven estimates, each at $8.20 per barrel ; on hydrated 
lime there were fourteen bids, all at $23 per barrel and on white 
sand eleven dealers quoted $5 and one quoted $6. 

Estimates on other jobs that Mr. White's Company had under 
construction showed the same result. 
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Mr. Louis Horowitz, President of the Thompson Starrett Com- 
pany, recounted the same experiences concerning the rigid uni- 
formity of prices on jobs on which his Company had asked for 
and secured estimates from all the leading dealers in the only 
district in which he was permitted by the combination to secure 
estimates. 

It is beyond question that there was absolutely no competition 
in these commodities. The market was rigidly locked as in a 
vice by arrangements between the manufacturers and dealers 
that eliminated from the field of competition all except those who 
were parties to the combination. As to some of these items, 
this network extends over the entire country. It is buttressed, 
not only by price-fixing understandings but by district or zoning 
agreements and other rigorous conditions regulating the con- 
ditions of purchase and sale. 

How ruinous was this situation is exemplified by reference to 
prices for the same commodities that prevailed during open com- 
petition. In commenting upon these conditions your Conmiittee 
is not immindful of the higher cost of labor and of every con- 
stituent element that enters into manufacturing as compared with 
pre-war conditions. But allowing for all this and comparing the 
prices of the various commodities that we have been discussing 
as they prevailed in the period of stringency above referred to 
with the prices of the same commodities before the war, we find 
the following: • 

The price of sand and gravel had risen from 25 cents to $1.15, 
although dug from the same pits and although machinery is 
used today where hand labor was formerly employed and there 
is now very little labor connected with the digging of sand. 

The cost of diunping had risen from 25 cents per cubic yard to 
75 cents in the same period. 

The cost of excavation from 95 cents per cubic yard to $4. 

The cost of labor in excavating from $1.75 to $8 per day. 

The price of brick from $8 per thousand to $30 per thousand 
with sporadic drops in the pre-war price where it went as low as 
$5.75 as against a price in excess of $30 per thousand in 1920. 

The price of cement rose from 90 cents per barrel in 1914 to 
$5.10 per barrel in 1920. 
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(2) The Cement Combination. 

The evidence discloses that under the title of " Cement Mann- 1 
facturers Protective Association," the cement business through- 
out the Eastern District of the United States and in fact through- 
out the entire country is a virtual monoply and that the eastern 
branch of the combine rests in hands of 19 manufacturers who 
are associated together, under the above title. The largest pro- 
ducers of the country are among its members, including the Atlas 
Cement Company, the Lehigh Portland Cement Company and the 
Alpha Portland Cement Co. 

The aggregate business of this group exceeded fifty million 
barrels per year at the time this subject was under investigation. 
The Eastern organization was connected by the most intimate 
affiliation and exchange of detailed information with the two 
other central organizations controlling different sections of the 
country. Periodically the section groups exchanged detailed 
data concerning each and every transaction in each territory and 
thereby brought about and maintained a uniformity of trade and 
price conditions throughout the country constituting one of the 
most flagrant and dangerous monopolies in the building industry. 

A complex reporting system for the purpose of controlling 
prices maintained by the Eastern Association required each mem- 
ber to make a daily report to the Association of all business done 
by that member. These reports were exchanged daily between all 
the members of the organization, each being obliged to report 
on a form card every contract closed. These cards were mimeo- 
graphed and immediately sent to every other member of the 
organization. Besides this daily disclosure and exchange of the 
business of each member to each and all of the others, the Associa- 
tion issued bulky quarterly printed books or bulletins specifying 
every contract made by each member for specific job-work with 
all the details of the contract. Each of the three Associations 
covering various sections of the country had the same system 
and exchanged such information^ 

A comparison of the voluminous quarter-yearly reports shows 
absolute uniformity of price in any given period. There were 
wide fluctuations in the price of cement between 1915 and 1919 
but it fluctuated constantly upwards and when there were price 
changes they were uniform and instantaneous with mathematical 
precision. 
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The Vice-President of the Alpha Portland Cement Company 
emphasized this uniformity of price when, in answer to questions 
he said: 

" I don't know of any variation between the price of my 
closest competitor and myself to the extent of one cent a 
barrel at any time in two years." 

The uniform advances in the market price of cement by this 
combination and the dates of changes in price are shown by refer- 
ence to the manufacturers prices in New York City up to Novem- 
ber 1, 1920, which were as follows: 

Per barrel 

January 1, 1920 $2 65 

March 29 2 75 

April 7 2 95 

April 23 3 35 

June 18 3 65 

July 13 3 '90 

October 4 4 09 

These prices include the bags or cloth-packages. 

In order to maintain a famine market for cement and so that 
the manufacturers would know from day to day what stocks were 
on hand and would be able to r^ulate their production accord- 
ingly, two primary regulations were enacted and rigidly enforced ; 

(1) Dealers were allowed an advance supply equal only 
15 days. 

(2) Where a contractor required cement for a particular 
job he was required to execute an agreement that the cement 
delivered would be used only for the purpose specified in 
the contract and on that particular job. If any cement 
remained after the job was completed he was under obhga- 
tion to return it so that by no possibility could a stock be 
surreptitiously accumulated. 

In order to further enforce compliance with these provisions 
by the purchaser, the Association maintained a vigilance system 
with a staff of inspectors throughout the territory to check up 
the supply on hand at the various dealers and the uses to which 
their stock had been put. 
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Although the manufacturers are said to have discontinued their 
previous methods, the information recently received by the com- 
mittee and the continuing imifoimity with which the prices of 
cement are changed from time to time indicates that this* com- 
bination is still operating in other forms, notwithstanding the 
fact that its members are under indictment. 

(3) Brick. 

The testimony of Marvyn Scudder, an expert accountant 
employed by the Committee in relation to the cost of production 
to the selling price of brick indicates the inflated prices at which 
these arch-profiteers of the industry compel the public to pay. 

Basing his conclusions on an examination of the books of the 
Empire Brick and Supply Company, which is the largest manu- 
facturer of brick in the State, by direction of the Committee it 
appears from Mr. iScudder's figures that for the first six months 
of 1920 the cost of brick delivered at the job in New York City 
was $11.25 per thousand for which the Company realized $28.75 
per thoufiand. 

A number of the brick manufacturers were also members of 
the Association of Dealers in Masons Building Materials in New 
York City. The membership of this Association included manu- 
facturers, jobbers and dealers. There were three different branches 
connected with this central body: 

(1) The Hudson River Brick Manufacturers Association. 

(2) The Builders Supply Bureau of Manhattan and 
Bronx. 

(3) The Masons Supply Bureau of Queens and Brooklyn. 

(A) Hvd^on River Brick Marmfdctwrers' Association. — The 
operations of the Hudson River Brick Manufacturers Association 
were conducted largely through an organization known as the 
Greater New York Brick Company. 

The Hudson River Brick Manufacturers Association was com- 
posed of all the large manufacturers of brick along the Hudson 
river. They supplied the Metropolitan district. These mag- 
nates of the industry from time to time held informal meetings 
at the Palantine Hotel at Newburgh, N. Y., at which the general 
conditions of the trade were discussed and the prices of brick 
were agreed upon. The actual fixing of the price was, however, 
effected largely through the activities of the Greater New York 
Brick Company. 
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The manner in which these prices were fixed is testified to by 
William K. Hammond, one of the manufacturers who acted as 
his own selling agent: 

"A customer who wants a load of brick will tell me what 
the others supply him with bricks at and I will call up these 
parties, my competitors and they will confirm it and say 
* Yes.' The market price is quoted usually by the agent 
to his manufacturers daily and on one day the manufacturer 
would ask why his brick is not sold and usually says he wants 
an advance in brick and up goes brick pretty generally within 
a few days * * * the agents quoting uniform prices/' 

TTnif ormily of price and monopoly were assured by scrupulous 
enforcement by the manufacturer and the dealer of the rule that 
no dealer would buy from a manufacturer and no manufacturer 
would supply a dealer who was not a member of the parent 
organization. 

Frank L. Holmes who was the sales agent for the Greater 
New York Brick Company was asked in this connection the fol- 
lowing question by Mr. Untermyer: 

" What I want to know from ydi is the name of anybody 
who is not a member of the Association who you know is not 
a member of the Association to whom you make sales of 
brick ? A. I can't tell you that." 

The Greater New York Brick Company is a stock corporation 
organized by various brick manufacturers along the Hudson river. 
The stock was distributed to the members in proportion of the 
business done by theuL The President, Mr. Fowler testified that 
the Company developed into a sort of an exchange or selling agency 
for the manufacturers of the State and that the original purpose 
of the Company wa-s to make uniform prices. 

(B) Builders Supply Bureau. — The Builders Supply Bureau 
(which is said to have been dissolved since the indictment and 
plea of guilty of its members, including the brick manufacturers, 
but as to the genuineness of whose dissolution the Committee 
entertains grave doubt) was in a sense a subsidiary of the Associa- 
tion of Dealers in Masons Building Materials. Its operations 
extended over that part of the Metropolitan District comprising 
Manhattan and the Bronx. It was a counterpart of the Masons 
Supply Bureau which operated in Brooklyn and Queens and 
which claims also to have suspended its operations following the 
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indictment and plea of guUty of its members (but as to the 
genuineness of which suspension the Committee has not yet been 
able to make full inquiry). The methods of the two bureaus were 
identical. Both were essentially price-fixing Associations. 

Both Bureaus embraced in their membership all of the im- 
portant dealers in Masons Supplies in New York City. They 
functioned along the following lines : 

Whenever a member made a quotation on any commodity, he was 
required to file on that day with the Bureau a card variously 
described as a " Quotation " or " Option " Card. The members 
were then notified by the Bureau of the quotations thus made. 

Emma C. Schmitt, the Secretary of the Brooklyn Bureau, testi- 
fied that as to each transaction she prepared a slip of paper on 
which she wrote *^ So and so have this day let an option on a 
job'' and forwarded it to the other members. She stated that 
" it was practically a part of the routine." 

The quotations of the various members having been thus di- 
vulged to all other members the standardization of the prices 
became a simpler matter. In order that it might appear on 
record that contracts were actually closed upon the basis of these * 
fixed or standardized prices, the rules required that each member 
should file with the Bureau what was known as a " Contract 
card." This card disclosed the terms on which the transaction 
was consummated and showed the prices charged for the material. 

The evidence conclusively establishes that this card system re- 
sulted in a rigid uniformity of price. The card system was sup- 
plemented by weekly meetings of the members of the Bureau. 
At all such meetings and indeed at all times the cards, both 
^* Quotation " and ^^ Contract " were accessible to the members of 
the Bureau and open to their inspection. 

In order to maintain a more vigilant supervision over its mem- 
bers to guard against infringement of the rules with respect to 
the filing of cards and to limit production the members were fur- 
ther required to make monthly reports to the Bureau showing the 
stock on hand of each member on the first day of the month 
together with a statement of shipments made during the previous 
month. The methods employed by this Bureau followed in a way 
the so-called " Eddy " system, otherwise known as the " New 
Competition by Open Price Associations." It placed in the hands 
of the dealer the most effective machinery for stifling competition 
and fixing prices. 
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(O) Association of Dealers in Masons' Building Material, — 
This Association was composed of 42 members and included both 
manuf actnrers and dealers in its membership. It was organized 
in 1900. Its jurisdiction extended over the Oity of New York 
except as to certain outlying portions of the City. Up to the year 
1919 the Association sent out to its members who were dealers a 
monthly sheet showing the prices prevailing in the market for the 
commodities in which the membei'S did business but at about the 
time of the investigation by the Mayor's Housing Committee for 
which the Counsel for your Committee acted for a short time and 
exposed the methods of this Bureau, the practice of sending out 
this price-sheet was discontinued. 

The power of the Association continued, however, to be exer- 
cised in the enforcement of its Constitution and By-laws under 
which most of the dealers in New York Oity were forced into its 
membership. Article 21 of the By-Laws provided that no mem- 
ber who was a manufacturer should sell any material to any dealer 
within the jurisdiction of the Association unless such dealer was 
a member of the Association. 

As a result of the rigid enforcement of this provision every 
dealer in and about the City of New York was compelled to 
become a member of the Association or go out of business. 
Although the organization seems to have discontinued its practice 
of directly fixing the prices of materials, it continues to maintain 
its vast power for evil by keeping its members solidly in line as a 
monopoly in masons' building material. Inasmuch, as before 
stated, it was part of its unwritten law and apparently a law 
enforced by arrangement with the Cement Manufacturers that no 
person could buy brick from a dealer unless cement was pur- 
chased from the same dealer, it became impossible for an outside 
dealer to compete with a niember of the Association in the sale of 
building material. If a builder should defy this rule by buying 
his brick from an outside dealer, he could get no cement. 

(D) Masons^ Supply Bureau of Brooklyn. — This Association, 
as before stated, was also a member of the Association of Dealers 
in Masons' Building Materials. It was organized in February, 
1918, at which time it had 16 members. The Bureau operated 
on a card system identical with that of the Masons' Supply Bureau 
of Manhattan. Member were required to file eveiy day in the 
office of the Bureau a card showing the estimates made by each 
member on each job. This card was called the "option card." 
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Members were also required to file in the office of the Bureau 
what was known as a "contract card" showing the amoimt at 
which the contract was closed. They were further required to 
file with the Bureau a monthly report showing all shipments made 
during the preceding month and the amount of stock on hand on 
the first day of the month in which the report was filed. The 
option cards were open to inspection of all members. 

(4) Sand, Oravel and Broken Stone. 

The New York City market for sand, gravel and broken stone 
was found to be absolutely within the grasp of a small clique of 
wholesalers and dealers in these commodities who in tura were 
at the mercy of two producers — the one, the Goodwin-Gallagher 
Sand Corporation, dealing in sand and gravel, and the other, tie 
]^ew York Trap Rock Corporation, which had a monopoly in 
broken stone. The former company was organized with a nom- 
inal capital of $8,000,000. In the year of the investigation it 
did a business of about 1,350,000 yards, amounting to $1,800,000. 
This Company was the outcome of the absorption of six or more 
smaller concerns which prior to their elimination were engaged 
in healthy competition. 

The control of the market was effected through the instru- 
mentality of The Sand and Gravel Board of Trade, a New York 
corporation organized in June, 1919, at the instigation of these 
two leaders of the respective industries. The Sand and Gravel 
Board of Trade embraced in its membership all the dealers in 
the Metropolitan district. Directly with the members of this 
Board of Trade, or indirectly through the Board of Trade, the 
members were tied up with two agreements by which it was made 
compulsory for them to buy all broken stone from the New York 
Trap Eock Corporation and all sand and gravel from the Good- 
win-Gallagher Sand Corporation or from wholesalers who pur- 
chased their supplies from the latter. There being but one prin- 
cipal producer of sand and gravel and only one producer of 
broken stone, it is obvious that the market for these commodities 
was at their mercy. 

The dealer's price for sand to the consumer was fixed by reso- 
lution of the Sand and Gravel Board of Trade at stated periods. 
The membership of the "Board" were subject to inspection and 
visitation by its officers and their books were open to exami- 
nation. They paid a fee in proportion to the business done by 
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them. Under these condition® it was inevitable that the prices 
of these commodities should be and they were more than doubled 
and their exactions were becoming more and more intolerable 
when your Committee began its exposures. 

They were indicted in the Federal Court, and before the Counsel 
for your Committee knew that they had been indicted they pleaded 
guilty and were let go with a fine. At least 95 per cent of their 
business was within the State of New York, as their sand pits 
were mainly in Long Island and their deliveries were in New 
York City. All this occurred in 1920. 

The investigation of the Trap Rock Company was suspended 
almost at its threshold. It is the understanding of your Com- 
mittee that it still maintains a monopoly for the furnishing of 
broken stone not only to the City of New York but to all the 
cities and towns along the Hudson Kiver and in neighboring 
sections, and it is the intention of your Committee if its powers 
are continued to resume that investigation in the hope and ex- 
pectation of restoring and enforcing competition. 

(5) Marble Industry Employers Association. 

This Association consisted of 36 members. It operated under 
a Constitution and By-laws and a Code of Practice which together 
constituted the most arrogant and flagrant illegal set of regula- 
tions that has been brought to the attention of your Committee. 
It was a local body affiliated with and part of a Central or 
National body which was governed by a National code similar 
to the local code and equally arbitrary and irregular. 

Under an arrangement between the local and the national bodies 
the entire country was divided into zones. The local organiza- 
tion was given exclusive jurisdiction over all territory in the 
City of New York and within a radius of 25 miles whilst the 
remaining part of the country was allocated to the National Asso- 
ciation. Under this arrangement the members of the local organ- 
ization were prevented from estimating on work or doing any 
business outside the 25-mile limit whilst the members of the 
National organization were forbidden to invade the territory over 
which the liocal Association was given exclusive jurisdiction. 
The respective districts were thus placed under the subjection of 
the two monopolies, the one included in the parent Association and 
the other in the local organization.. A contractor or dealer in 
marble located in the City of New York or within a radius of 25 
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miles from the City, could not estimate on work outside that 
territory. 

In like manner a member of the National organization whose 
business was located outside the 25-mile limit could not compete 
for a contract within the 25-mile limit. 

The members of the local organization thus entrenched against 
compeFition, proceeded to force every dealer within the City limits 
into its association and to practice the most extreme forms of 
extortion by the following, among other, devices: 

(A) It entered into an agreement with the Building Trades 
Council on May 1, 1920, adopting a schedule of wages to be paid 
its workingmen, all of whom were required to be members of 
the Building Trades Council. 

It adopted a resolution fixing the price that the members must 
charge to owners or builders for the various classes of labor 
covered by the agreement made with the Council and the latter 
on the other hand undertook that the Association might charge 
and that it would do its share toward enforcing the payment of 
this tribute by builders, contractors and the public at large. 
According to this schedule the Council fixed per diem rates of 
wages that would be paid by the Association members to its mem- 
bers and the latter in turn fixed the rates that the public must 
pay. 

The schedule is a long one but the following illustrates the 
extent of the extortion thus practiced: 

The Association was to pay to Union workmen : 

Foreman cutter and helper $16. Charge the customer, $28. 
Polisher, $8.50. Charge to the customer, $13.75. 
Helper, $7. Charge to the customer, $11.25. 
Foreman, $10. Charge to the customer, $16.25. 

(B) The Code of Practice of the Association required each 
member to file with the Secretary all requests for bids on work. 
These estimates were made subject to the inspection of all mem- 
bers, the manifest purpose being to stifle competition. 

(C) The members were forbidden to sell material exceeding a 
certain range of cost unless the purchaser coupled his purchase 
with a contract for the setting of the marble. 

(D) If an owner or builder called for bids on a job and 
rejected the bids because they were too high or for any other 
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reason lie was precluded from thereafter letting the work to any 
other than one of the original bidders. 

On this subject Mr. William K. Fertig, secretary of the Associa- 
tion, testified as follows: 

Q. by Mr. Untermyer : " I am trying to find out what con- 
ceivable justification there is for such an arrogant and arbi- 
trary regulation as that, whereby, with 36 members in your 
Association, if a man asks for four bids and he finds they 
are greatly exaggerated, he cannot reject those bids and ask 
for 4 more from other members of the 36 members of your 
Association ? Why should he be prevented from doing that ?" 

A. " The code of practice is the custom in our trade." 

Q. " Don't you see that paralizes competition ? " 

A. "It may.'' 

Q. " Don't you see it ?" 

A. " It may appear so." 

Q. " It appears so to you ?" 

A. " It does." 

(E) In order to more effectively carry out its unlawful pur- 
poses, its agreement with the Labor Unions was utilized as a 
powerful weapon. By the terms of that agreement any person, 
firm or corporation engaged in a similar business who was not 
a member of the organization or any member who had been 
dropped from its roUs found it impossible to do business. The 
Unions would not supply men to them or if they had theretofore 
supplied the men they would withdraw them. As evidence of 
the close collaboration between the Association and the Union, 
the following episode taken from the testimony of Joseph G. 
Siegel is illuminating: 

Siegel is a builder. In May, 1920 he was engaged in altering 
a hotel and an office building. He asked for six bids for the 
marble work. All the bidders except Daniel M. Rader, who was 
the lowest bidder, were members of the Association. Rader's bid 
was $5,700 against the bid of Charles M. Gray, Association mem- 
ber, of $9,700. 

After Rader went to work the delegate for the Marble Cutters 
Union notified Siegel that if Rader went ahead they would stop 
the job and call off all the mechanics in the other trades, although 
it was admitted that Rader employed only Union men. 
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Siegel continued as follows: 

" The following then occurred. E. Dahaney (delegate 
for the Marble Cutters' Union) said : * I am sorry, Mr. Siegel, 
but we warned you two weeks ago not to allow Mr. Rader 
on the job. In spite of that you went ahead and proceeded.' 
Two days later Mr. Dahaney pulled all the other trades off 
the building. I called Dahaney and he said ^ I have got 
orders from Mr. Brindell to pull this job.' The best thing 
for me to do was to go out and get one of the men who 
belonged to the Association to do the job. He gave me a 
little book which contained the names of all members of the 
Marble Trade Industries Employers Association. They all 
said they were too busy or did not care to bid on the work. 
Mr. Gray said that he was willing to do the work at the 
price he submitted originally ($9700). I told Mr. Dahaney, 
that it was not fair that I could not get competition and 
that I was being held up. He said that I would have to 
take one of the Association men. I got in touch with the 
owners and they decided to plaster the walls and omit the 
entire marble work in the building. I told that to Mr. 
Dahaney and asked him if he would allow the other trades 
to go back as we were not going to use any marble. He said, 
* You intended to put marble in this job and you are going 
to put it in, otherwise you will have a monument on your 
hands instead of a building.' I told the owners and they 
said the best thing was to give it to Charles M. Gray and 
I closed the job with him. I told Dahaney that I had given 
Gray the contract. The next day the trades went back to 
work.'' 

(F) The Association went so far in its arrogant and monopol- 
istic acts after prohibiting employers who were not members from 
securing Union labor as to refuse membership in this organization 
to employers who were thus forced either to join or go out of 
business. Morris H. Petigor having established the Oceanic Mar- 
ble Company for the purpose of disposing of the products of 
another corporation (tile), in which he was interested, took con- 
tracts for marbte work on various buildings throughout the city. 
In each instance he was notified by delegates from the various 
tfnions connected with the Council that he could not have Union 
men because he was not a member of the Employers Association, 
or of its constituent Associations. 
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He thereupon sought admission, jSrst to the Marble Industries 
Employers Association. Membership was refused. He then 
sought individual membership in tiae Employers Association 
where his application was again rejected. He was compelled to 
sub-let contract after contract for marblte work to members of the 
Employers Association at advances amounting to 45 per cent over 
his original contract and at a great loss to himself. Petigor testi- 
fied that a delegate waited on him in reference to a contract for 
marble work at 425 La Fayette street and demanded that he im- 
mediately assign the contract or cease to do any work on the 
building: 

" I told him I would not do it and he said : ^ If you don't 
do it we will put you out of the tile business the same as we 
put you out of the marble business.' He said that ' You 
know that my word goes. When I say it, I do it. I did it 
with the Oceanic and I will do it with the Howden Tile." 

Q. By Mr. Untermyer : ^' What effect has all this had upon 
your marble and your tile and your mosaic business ? " A. ^' It 
ruined me.'^ 

Joseph Cardillo testified concerning another of the many flag- 
rant violations of law of this Association. According to Cardillo : 
the members before putting in a bid on a job acted in concert and 
arranged the bid in such a way that the lowest bidder would be 
far in excess of the legitimate price and had an understanding 
between themselves that the excess of the successful bid over the 
fair price of the work would be divided among the conspirators. 
This was done with respect to many jobs throughout the City. 
Cardillo testified that a certain job was figured for $7,000. It 
was decided that one of the bidders should put in a figure of 
$9,500, another $10,000, another $10,500 and another $11,000 
and that the difference between $7,000 and $9,500 which was to be 
the lowest bid should be divided. In like manner another job 
was figured at $5300 and the lowest bid was raised to $7,500, 
the difference being divided. 

(6) Steel and Iron Pipe. 

Organized effort to control the prices of commodities used in 
the building industry has not been confined to formal Associa- 
tions. The evidence discloses that in many lines of business 
groups of competitors gathered together at stated intervals for the 
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the purpose of fixing and controlling prices. In many cases these 
informal gatherings were for all practical purposes as effective 
as, and in many cases more effective, in restricting competition 
than the regularly organized Associations. 

Typical of these groups is the one engaged as jobbers in the 
wrought iron and steel pipe and fittings business. Eighteen 
dealers representing the largest manufacturers in the country 
in this line of business, each doing an annual business of 
over half a million dollars and together controlling the industry 
in Greater New York and the surrounding territory, were accus- 
tomed to meet at luncheon parties. This custom originated 'waj 
back in 1899 and 1900. Originally no pretense was made that 
the meetings were for any other purpose than that of fixing prices. 
Although the witness who testified concerning these luncheons 
disavowed any intention on the part of the participants in the 
meeting to fix prices, it developed from the evidence and seems to 
be a reasonable conclusion therefrom that the practice of fixing 
prices was continued. 

After these periodical limcheons one of the leaders of the party 
was accustomed to send out to the trade and his competitors price 
lista He testified that he did so in the hope that his competitors 
would follow the prices indicated on such lists which they invari- 
ably did, conforming with great fidelity to these prices. ** The 
rise or fall " after the sending out of these lists was uniform 
throughout the trade. 

The jobbers in the Metropolitan district as well as the other 
jobbers throughout the country, numbering upwards of 200, were 
banded together in a central organization known as " The National 
Iron Pipe Supply Association," with headquarters at Pittsburgh, 
Pa. The head organization has been in existence for about ten 
years. It holds annual conventions. 

The testimony thus far taken on this subject indicates that the 
industry is in the hands of a close monopoly. Throughout the 
United States there are only nine manufacturers of wrought steel 
pipe and only four manufacturers of wrought iron pipe. Of the 
latter it might be said that practically there are only two. These 
manufacturers quote prices to the dealers with absolute uniform- 
ity year in and year out, and have done so for many years. 

Mr. Charles G. Cornell, Jr., of the firm of Cornell & Underhill 
was a member of these " luncheon parties." His firm does over 
$1,000,000 a year business. He testified among other things as 
follows : 
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^^ There was a time when we very openly fixed prices at 
these meetings. That began about the time the luncheons 
began. The luncheons began for the purpose of filing prices. 
I know we have mended our ways. I think there is a great 
uniformity in the price of wrought iron pipe in this market. 
The price varies. It goes up uniformly and when it goes 
down it goes down uniformly. I suppose all the members of 
this luncheon party change their price-list at the same time. 

" My best impression would be that my competitors send 
out lists at the same time and that I thought their list price 
was the same as mine. I would not say that I am the pace- 
maker in this affair. Prices are usually uniform. The usual 
procedure is that the National sends out the prices and that 
the others follow. It does not make any difference where 
you get the steel pipe, it is about the same price." 

Thus far the Committee has been able to examine only this one 
witness on this important topic which enters so largely into the 
cost of building. It should be pursued further with a view of 
breaking up this combination that your Committee has every 
reason to believe is still operating. 

(7) Eastern Soil Pipe Association. 

This Association consists of ten leading members in the 
industry who dominate the entire territory in the Eastern part 
of the country from Baltimore, Md. to Port Chester, N. Y. Like 
similar organizations it operates a reporting system by which 
members notify the Secretary of all prices quoted by them and 
he in turn notifijcs all other members. Prices have been kept 
at an unvarying level. 

The activities of this Association are particularl|y vicious. Not 
only does it effect and maintain a uniformity of price but it has 
further directed its efforts to the exclusion from the building 
industry of several up-to-date improvements in plumbing, the 
effect of which would have been to reduce the requirements for 
soil pipe and thus materially decrease building costs. Experts 
have testified that whilst heavy soil pipe is invariably used in the 
construction of certain buildings medium weight pipe could 
readily be substituted without injuring the quality of construc- 
tion and that a saving of from 40 per cent to 50 per cent m this 
material could thus be affected. This Association maintains 
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agencies in various parts of the country for the purpose of retain- 
ing these burdens upon building so that the volume of its business 
will not be interfered with. 

It has also been the mainstay of the struggle against the 
introduction in the City of New York of anti-siphon traps that 
are used in other jurisdictions in plumbing systems and have 
been authorized and adopted by the public authorities throughout 
the country, including the Board of Standards and Appeals of 
the City of New York. It is largely through the activities of 
this Association that the introduction of the anti-siphon trap in 
this City has been prevented. To that end the Association operates 
in conjunction with the Plumbers Union which is likewise 
interested in putting in as much pipe as possible whereas the 
anti-siphon trap does away with the use of a large proportion of 
the soil pipe, particularly in residential buildings. 

The Secretary of the Association admitted that his Association 
has vigorously fought for the exclusion both of medium soil pipe 
and of the anti-siphon trap from building construction in -5few 
York City. 

(8) Associations Manufacturing or Dealing in Plumbing and 

Steam-Heating Apparatus. 

Frank S. Hanley testified on May 9, 1921, in relation to 
various Associations of Manufacturers and Jobbers in Plumbing, 
Steam-Heating and other supplies, including the Central Siippiy 
Association and the Eastern Supply Association which embraced 
in their membership practically all the manufacurers and jobbers 
of plumbing and steam-heating supplies in the United States. 
He is the organizer of those Associations. 

He likewise organized and manages the Sanitary Potters Asso- 
ciation which covers the manufacture of earthenware throughout 
the country, the Enameled Ware Manufacturers Association and 
the Range Boiler Manufacturers, the latter of which includes in 
its membership all the manufacturers of range boilers in the 
United States. 

All of these Associations are price-fixing organizations. They 
are manipulated by means of a market letter sent out from the 
central agency to which the members are expected to conform. 
Unless a jobber is a member of the Association he is unable to 
procure supplies from the other members. The By-Laws of the 
Eastern Supply Association provide that if any member in good 
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standing becomes involved in any law-suit by reason of his 
obedience to the By-laws, the costs and expenses are to be paid 
out of the funds of the Association. 

The Soil Pipe Manufacturers are members of the Eastern 
Supply Association and have been using the Association to fight 
the anti-siphon trap and other similar devices that would tend 
to decrease the cost of building construction and that would save 
labor. 

Max Fisher testified on May 5, 1921, that the Master Plumbers 
Association fines a man $500 for every anti-siphon trap installed. 
Testifying with respect to a particular job he said: 

'' By using the anti-siphon trap I would have saved between 
45 per cent and 50 j^er cent of the cost." 

Samuel Hopkins testified that in some cases it is 60 per cent 
cheaper to install the anti-siphon trap. 

According to the testimony of Thomas McKeon, the trap has 
not made much progress in the City of New York on account of 
the opposition of the Master Plumbers Association and of the 
Plumbers Union. It cuts down the labor cost about one-half. 
The public pays the price for the joint opposition of the employers 
and the employees. Several other witnesses testified that the 
Plumbers Unions have adopted resolutions imposing fines upon 
members who install fixtures not properly vented, meaning the, 
anti-siphon trap. 

John P. Leo of the Board of Standards and Appeals of the 
City of New York stated in substance that the real objection of 
the Master Plumbers and the Journeymen to the anti-siphon trap 
was that it would require less material from the soil pipe con- 
cerns and less labor to install. His Board has approved the use 
of the trap. 

Anthony Joyce gave similar testimony as to the attitude of the 
Plumbers Associations, both employers and employees, with 
respect to the so-<5alled "Victory" washbowl. He stated that 
if attempts were made to install them strikes would be called on 
the job notwithstanding the fact that these bowls as well as the 
trap had successfully passed every test imposed by the public 
authorities and their use had been approved. 

So far as concerns the opposition of the Plumbers Union to 
the installation of and to handling devices of this character that 
have received public approval, your Committee calls attention 
to the fact that in the preceding list of Labor Unions abuses 
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which the Unions have agreed to reform, one of the specificatioiia 
requires them to handle without objection or discrimination any 
device that has received the approval of the public authorities, 
so that so far as the Unions are con-cerned such approved traps 
and bowls will now be installed. Until the activities of the Soil 
Pipe Association have, however, been curtailed the continuance of 
opposition from that source may be expected. 

This is another of the combinations upon which it is the inten- 
tion of the Committee to take further testimony with a view to 
prosecution. The entire country i« in the grip of this monopoly. 

The Eastern Supply Association has a membership of over 500. 
The testimony of Mr. Hanley was suspended at an early stage 
upon his agreement that all of the above-recited Associations, 
except the credit organization that he has been conducting, would 
be forthwith disbanded and dissolved. Whether or not this has 
been done your Committee has not yet had the opportunity to 
investigate, but intends to do so. 

In addition to the various Master Plumbers Associations, in- 
cluding the Hettrick Ring, which was a local affair, and the Han- 
ley organizations which include manufacturers and jobbers, there 
has been and still is in existence in the City of New York a 
local Master Plumbers Association that was organized about 
thirty- eight years ago, known as the Fifty-Eighth Street Asso- 
ciations, containing about 425 members and including a majority 
of the Master Plumbers in the City of New York. 

This Association was originally organized to assist the mem- 
bers in the collection of their claims. This Association, although 
not constituting an illegal combination, has among its rules a 
provision forbidding a member to take any plumbing contract 
or take any plumbing work in a building in which another mem- 
ber has done work until the former member has been paid, re- 
gardless of whether or not the property has meantime passed 
into the hands of an innocent purchaser. 

Many Labor Unions have similar oppressive provisions that 
have not infrequently been used for the purpose of blackmailing 
innocent owners and builders. In one case, brought to the atten- 
tion of the Committee, the Business Agent of one of the Unions 
refused to allow an owner who had bought a property, to begin 
the construction of a building, on the ground that work had been 
done on the foundation of that building six years previously for 
which he claimed that payment had not been made to the then 
alleged contractor. It was proven that there was no sign of a 
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foundation ever having been on the land^ but the owner was nev- 
ertheless compelled to compromise this bogus claim before he could 
begin building. 

In all the cases in which evidence of a similar character was 
presented, it appeared that the then owner had acquired the prop- 
erty in good faith, that there were no liens on the building and 
that he had no notice of any claim for labor or by a contractor, 
but he was nevertheless compelled either to pay or compromise 
these baseless claims. It was not an unusual occurrence for a 
corrupt Business Agent in combination with a dishonest con- 
tractor to force the payment of these " claims." 

Such demands amount to nothing less than extortion and the 
r^ulations of the Unions that permit of their being made should 
be abrogated, as many of them have now been, and others are 
about to be. 

As illustrating the increases in the prices of plumbing materials 
from the manufacturer to the jobber, largely resulting from the 
operations of the Hanley Associations, the following tabulation 
was taken from the testimony of Charles F. Bennett : 

Prices from Manufacturer to Jol)her 

Increase 

Cast iron fittings Jan. 1912 $1» Ofl" Jan. 1&1» $67 69 over 260^ 

Radiator valves Jan. 1912 10 6d Jan. 1920 25 65 over 150^ 

Brass goods Jan. 1812 18 00 Jan. 1920 40 00 over 120^ 

Bath cocks Jan. 1912 1 60 Jan. 19291 3 65 over 110^ 

Boilers i Jan. 1914 2 93 Jan. 1920 9 03 over 200^ 

Enamel ware Jan. 1912 9 00 Jan. 1920 22 40 over 150^ 

Enamel ware sinks Jan. 1915 5 i85 Jan. 1920 10 94 over 90^ 

Sanitary fittings Jan. 1915 3 47 Jan. 1920 fi 50 over 90^ 

Porcelain Jan. 1916 6 25 Jan. 1920 19 50 over 200^ 

Porcelain lavatory Jan. 1916 6 25 Jan. 1920 18 25 over 190^ 



(9) The Ainsworth Associations. (Sevra Exchanges Connected 

With the Building Industry). 

It was ascertained that Albert A. Ainsworth, having his office 
in the City of New York, was conducting sixteen organizations 
in the way of combinations among competitors in various lines 
which were connected with the building trades or with mate- 
rials used in connection therewith. On being called to the wit- 
ness stand, following a conference between him and his Counsel 
and Counsel for the Committee, in which it was demanded that 
he dissolve these organizations, he stated : " My counsel is willing 
to advise these organizations to abandon these reporting systems. 
He and I are willing to advise the abandoning of the reporting 
of sales/' 
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It appears tliat Ainsworth organized or was conducting the 
following so-called " Exchanges " connected with the building 
trades : 

The Meter Manufacturers Exchange (to which reference will 
hereafter be more fully made in connection with the Badger Water 
Meter Company). 

The Pipe Fittings and Valve Exchange, with a membership of 
twenty or more manufacturers. 

The Steel Locker & Shelving Manufacturers Exchange. 

The National Gas Appliance Manufacturers Exchange. 

The Abrasive Paper and Cloth Manufacturers Exchange (which 
is a combination of all the manufacturers of sand-paper used in 
the polishing of woodwork in the United States). 

The Range Boiler Exchange. 

The Steel Sash Exchange (which manufactures the steel sash 
in buildings). 

All of these exchanges are price-fixing organizations between 
manufacturers in the same line of business that should be com- 
petitors. 

At a subsequent hearing Mr. Ainsworth was recalled for the 
purpose of satisfying the Committee that he had carried out his 
promises. He presented resolutions passed at meetings of the 
members of the various Exchanges showing that some of them had 
been dissolved and others had ceased their irregular practices, but 
the Committee is unable at this time to state whether these acts 
have been effectively concluded. 

Your Committee is of the opinion that in view of the decision 
of the United States Supreme Court above referred to in the 
Hardwood Lumber Case, there is no excuse for any of these 
exchanges to continue in existence and it proposes to investigate 
their present status and ascertain whether they have been in good 
faith dissolved. 

(10) Fire Proofing. 

Concrete Fireproofers Association, — A method of fixing prices 
differing somewhat from those prevailing in other Associations is 
exemplified in the case of the Concrete Fire Proofers Association, 
which consisted of twelve members. Its jurisdiction covered the 
Greater New York. It usually and perhaps still holds its monthly 
meetings at a luncheon in the building of the Building Trades 
Employers Association. It operates under a Charter and By-laws. 
The organization was ostensibly maintained for the purpose of 
checking " mistakes " in estimates that had been made by its sup- 
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posedly competing 11161111)618 but in point of fact its object was to 
compare estimates before they were accepted by the owners and 
contractors to whom they were to 'be sent. 

The members of the Association claimed that where a contract 
had actually been closed upon estimates made there was no illegal- 
ity in submitting to all the members of the Association the detailed 
estimates upon which the successful bidder had based his price 
so that the collective opinion of the members of the Association 
might enable the successful member to exercise economy in the 
performance of the contract and thereby minimize the possibility 
of eventual loss, made by them both written and verbal. If this 
had been the sincere purpose of the Association and^it had con- 
fined itself to that activity it would perhaps not be subject to 
criticism. For this alleged purpose members were require^d to 
record with the Association all original and final estimates. 

Thereafter the Association organized as part of its machinery a 
central estimating body called the Central Estimating Bureau. It 
was a separately incorporated stock corporation and was organized 
in the year 1919 with a nominal capital stock of $2,000 consisting 
of twenty shares which were distributed to the members in the 
proportion of the business done by them. All stockholders were 
members of the Concrete Fire Proofers Association. 

At the time this organization was under investigation the 
Bureau had been in operation about seventeen and one^half months 
and had estimated upon over $5,000,000 worth of business in the 
City of New York. Under the rules and regulations, a member 
contemplating bidding on a job was compelled to take the estimates 
made thereon by the Central Estimating Bureau to which was 
added at least ten per cent to cover overhead. 

Inasmuch as this Bureau estimated for all the various com- 
petitors and there was a uniform addition of overhead charges, 
it is apparent that its purpose was to destroy competition and that 
it accomplished that purpose. The bids were unquestionably 
alloted between the members according to an agreed plan, although 
owing to the suspension of the testimony on that subject no proof 
of that fact has yet been adduced. 

(11) Firring and Lathing. 

The Employing Metallic Firring, and Lathing Association of 
New York. — This organization has been in existence for about 
seventeen years. There are twenty-one concerns in its member- 
ship. It is governed by a Constitution and By-laws. Like several 
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similar bodies this Association joined hands with one of the 
leaders of organized labor and Business Agents belonging to the 
Council to accomplish its purposes of monopoly and in the 
extermination of competing employers in the business who did not 
become members of the Association by refusing them the use of 
organized labor, without which it was impossible for the business 
to be conducted. 

A former President of the Association openly avowed before 
the Committee that the object of the organization was to enforce 
better prices and that this was the purpose of the meetings. It 
operated in {(, manner similar to other Associations above de- 
scribed; viz.: 

A more or less informal undertstanding concerning prices and 
strict adherence by all the members to this understanding and 
the elimination of competitors who were not members of the 
Association by the withdrawal from the latter of Union workers 
imder the orders of the Union delegate who was also a member 
of the Association. 

Your Committee's conclusions in this respect are strengthened 
by the fact that this Association deliberately destroyed its minutes 
and records shortly prior to the calling of the witnesses and after 
they had been subpoenaed, on account of which acts the members 
of the Association are now under indictment. 

(12) Heating and Piping Contracts Association. 

This Association is quite apart from the Hettrick organization 
known as the Steam Heating and Ventilating Association although 
it covers to some extent the same line of business. Its Secretary, 
Henry B. Gombers, is also the Secretary of the Heating and Pip- 
ing Contractors Association, which is a State-wide Association, 
and of the Heating and Piping National Contractors Association 
which is a National Association with both of which this Local 
is affiliated and of which it is a member. The Local has been in 
existence since 1918. It has an agreement with the Enterprise 
Association of Steam-Fitters and Journeymen and the Progress 
Association of Steam Fitters Helpers, both of which are Labor 
Unions. The Local, State and National organizations cooperate 
in opposing undesirable legislation. 

Under the agreements between the Labor Unions and this Asso- 
ciation, the former are required to give preference in the supply- 
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ing of Union Labor to the members of the Association over non- 
members, the effect of which would be to drive every employer 
into the Association in order to secure labor. 

The control of the Association over its membership is so des- 
potic that the by-laws prohibit a member from advertising his 
business without permission from the Association. It fixes the 
rates that its members must charge to contractors and others for 
the supply of labor. On May 3, 1920, it fixed a rate of $3 per 
hour or $24 per day for a Steamfitter and Helper, although the 
rate that its members were paying under the agreements with 
the Unions was $16 per day. It also co-operated with the Elec- 
trical Contractors and other Associations to defeat legislation 
believe to be inimical to its interests. On May 18, 1920, the mem- 
bers passed a resolution to the effect that if there was an increase 
in the prevailing rate of wages during the progress of work under 
an existing contract the members were required to change the 
contract, in violation of their contract obligations. So far as 
can be learned, this Association has not yet disbanded. 

(13) Oontractors Protective Association. 

This organization consisted of 47 members who were engaged 
in business as excavators, truckmen, house-wreckers and one of 
whose members was engaged in the business of buying and selling 
brick at second-hand. There were separate Committees on Exca- 
vation, Sand and Trucking. There is also a Membership Commit- 
tee and a Trade Committee. 

This was an open and defiant price-fixing combination. The 
minutes show that at the various meetings resolutions were passed 
by the members not only fixing the price of commodities but the 
minimum prices at which labor should be supplied, which were 
grossly in excess of the cost of labor. 

The Association has agreements with various Trade Unions 
by the terms of which the members of the Association 
are permitted to charge exorbitant profits on labor. Any 
member who violates these provisions is * subject to pen- 
alty. The Labor Unions agreed to supply labor only 
to members of the Association, which made it compulsory 
upon every member in this line of business to join the Asso- 
ciation. By co-operation with the labor delegates of the various 
Unions the delegates would refuse to permit Union men to work 
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for any non-member of the Association engaged in a business 
similar to that of members of the Association, thereby giving to 
the Association a monopoly of business throughout New York 
City. 

The extent of this monopoly is indicated by the experience of 
the Munson Line Steamship Company in its attempt to sell sand 
in the City of New York. This Company brought over 1200 
tons of sand from Rotterdam as ballast. On its arrival the ofBcers 
of the Steamship Company endeavored to dispose of the sand. No 
dealer could be found who dared purchase it. No truckman would 
haul it and no contractor would handle it. Finally the Company 
offered to give away the sand to any person who would take it 
but no such person could be found, although it was admittedly 
the best quality of sand and sand was then selling alongside at 
$2.50 per ton and was difficult to secure. Finally, in spite of the 
recognized scarcity of this commodity in the market the ship 
owners were obliged to tow the sand out to sea and dump it there 
at a cost of about $2 per ton to the Company. 

(14) Employing Plasterers Association. 

This is a Local organization covering New York City and is 
also a member of the Building Trades Employers Association. 
It was a party to the agreements with Labor Unions to which 
reference has been made whereby members of the Association 
received the preference over non-members in the supply of Union 
Labor, thus forcing employers into the Association. 

The Association is also a member of a National Association of 
the same character under the provisions of whose Constitutions 
and Bylaws the Local Association is required to respect a zoning 
or districting arrangement adopted by the National Association 
by which the entire country is apportioned among the members 
of the National Association by locality. 

Two of the most offensive regulations in this organization are: 

(1) A provision contained in its Constitutions and By-laws 
prohibiting any member from sub-letting a contract except to 
another member of the Association. 

(2) Further provisions that where work on a job is discon- 
tinued for any reason by a member holding a contract, no other 
member may complete the work. 
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(15) Stone Blasons Contractors Association. 

This organization had upwards of 50 members. It is a local 
organization whose pernicious activities as a deterrent to busi- 
ness were felt throughout the City and the suburbs. 

Among its members is a delegate of the Stone Masons Union. 
Many employers wore induced to join through his compulsion. It 
appears that whilst a stone mason operating in the City of New 
I'ork outside this membership might commence work upon a job 
he was seldom able to finish it. In due course a Labor Union 
delegate would call upon the non-Association contractor who hap- 
pened to have been sufficiently fortunate to secure a job and would 
inform him that Union laborers would go on strike unless he paid 
a large initiation fee and came into " the fold.^' 

There were weekly meetings of the Association on Monday 
evening. There the prices on every character of mason work in 
the City of New York were openly and notoriously discussed and 
prices were fixed and entered upon the minutes. In 1916, for 
instance, the Association fixed 35c. per cubic foot as the price 
for some work which had previously been 25c. a cubic foot. Out 
of the increased price, two cents per cubic foot was required to 
be deposited by each member with the Treasurer of the organiza- 
tion. It does not appear what disposition was made of the large 
fund thus accumulated but it is established that generous sums 
out of this fund were paid, with the approval of the Association, 
to the aforesaid delegate of the Union who was a member of the 
Association and who was so effective in augmenting its mem- 
bership. 

This Association resorted to none of the subtleties and subter- 
fuges that were adopted by the many organizations of more intel- 
ligent membership and larger affairs. It had no complex evasive 
system of book-keeping or price-fixing. It went about the job 
boldly, using the all-powerful influence of this corrupt Union 
labor leader to enforce its demands and thereby became a most 
effective instrument in suppressing competition and in boosting 
prices to a maximum. 

It would be mere conjecture for your Committee to estimate 
the number of like Associations that have been and probably still 
are active throughout the City. Obviously in the field still unex- 
plored by your Committee there are many similar Federations 
the accumulated effect of which on competition is so great that it 
would be dangerous to allow them to continue their oppressions 
and depredations upon the public. 
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(16) Tile, Orate and Blantel Association; Associated Tile 

Manufacturers. 

There is a network of Local, State and National Associations 
that cover the entire country in these fields of activity. They 
extend from the manufacturer through the jobber to the retailer. 
There is first the National Association consisting of about 350 
members having jurisdiction all over the United States and a part 
of Canada with territorial branches. The branch operating in 
the Eastern /States is known as the Atlantic Coast Aseociation 
and consists of 72 members. Connected with this branch are 6 
Local Associations' operating in and around New York City. 
Their titles are as follows: 

The Tile, Grate and Mantel Association of New York City. 
The Bronx Mantle & Tile Contractors Association. 
The Brooklyn Tile and Mantel Contractors Association. 
The New Jersey Mantel and Tile Dealers Association. 
The Westchester County Tile Dealers Association. 
The Patterson Tile Dealers Association. 

The Local Associations pay dues into the Atlantic -Coast 
Association. The latter in turn pays to the National Association 
at the rate of $25 per year for each member. The Atlantic Coast 
Association meets at the offices of the Employers Association, 

Section 10 of the Constitution of the Atlantic Coast Associa- 
tion provides that all transactions of the Association shall be 
deemed strictly confidential and that betrayal to any one other 
than a member shall be deemed sufficient excuse for fine, sus- 
pension or expulsion. 

The six metropolitan members of the Atlantic Coast Associa- 
tion are affiliated with the Employers Association. 

The National Association had a contract that inured to the 
benefit of all its members and the members of the various locals 
with the Labor Unions doing business in this particular field and 
with Unions extending all over the country all of which were part 
of the membership of and under the direction and control of the 
International Bricklayers and Plasterers Association. By the 
terms of this agreement labor was supplied preferentially to the 
members of the National Association and its constituent Asso- 
ciations. The proof shows that in practical effect it was impos- 
sible for any employer not a member of the National or of one of 
its subsidiary Associations to secure the service of a tile-setter. 
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As evidenced by the activities of the Tile, Grate & Mantel 
Association which operates in New York, it appears that it 
adopted a schedule of minimum charges that members were 
required to make to builders or contractors and that the builders 
or contractors must buy their labor and material from the same 
source. In other words, the builder could not employ a tile setter 
direedy from the Union. He had to get him through a contractor 
and in order so to obtain them he had to give to that contractor 
the furnishing of materials connected with the setting of the tile, 
grate or mantel. This same requirement has also been insisted 
upon through the agency of the same Bricklayers National Union 
with respect to contracts for laying bricks. There, too, until your 
Committee broke up the system, an owner or contractor was 
unable to let a contract for laying bricks without giving to that 
same contractor the furnishing of materials, thus interposing 
an additional burden on building besides encouraging improper 
work. 

One of the particularly vicious features of the By-laws of the 
Tile, Grate & Mantel Association, which was constantly put into 
effect, was the provision that whenever a member becomes in- 
volved in a dispute over the work that he had contracted to per- 
form, he was able to settle the dispute without further discus- 
sion by simply stopping work and requiring the Secretary of the 
Association to send to all members a " Stop Notice ^' on that 
particular job and thereafter no member was allowed to concern 
himself with that work. This practice of sending out " Stop 
notices " was employed not only in connection with jobs in which 
there was a dispute. It extended also to cases in which the mem- 
ber who had a contract for the job was himself unable to secure 
labor or material to proceed with the work or where he met with 
any other obstacle for which the owner or builder was in no way 
responsible. To prevent the owner from continuing with another 
contractor he would simply cut the " Gordian knot " by applying 
to the Association for " protection." The Secretary would there- 
upon send out " Stop notices " that effectively held up the work. 

It was admitted that the object of the * Stop Notice ' was to 
protect the member quite as often when he was in the wrong 
and in default as otherwise and to keep the job in his hands and 
exclude the rest of the membership from displacing him. No 
matter what may have been his offense or breach of contract, the 
game invariably worked to a charm. 
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The Associated Tile Manufacturers consists of ten members. 
They maintained and probably still maintain a central oflSce in 
charge of a " Commissioner.'' Your Committee has not yet reached 
this part of the investigation further than to ascertain that to this 
Commissioner each member makes a daily report of all sales 
prices and the names of the purchasers, — manifestly for the pur- 
pose of maintaining and fixing prices. As an adjunct to this 
Association there is a Tile Manufacturers Representatives Club 
consisting at one time of 12 members and at other times of as 
many as 18 members who are salesmen for the Manufacturers, 
the purpose of which is manifest when taken in connection with 
the other facts above recited. 

(17) Mosaic Employers Association. 

Many of the members of the Tile Grate & Mantel Association 
and of the Tile Manufacturers Association are also contractors 
for and manufacturers of mosaic as are mem'bers of the Marble 
Industry Employers Association and some of them are members 
of all the Associations. The Ibcal Unions that supply them with 
la!bor are members of the same International Union. They are 
supplied 'by the same class of labor under the same general forms 
of contract and the Associations are in a broad sense interlocking 
and supplementary to one another. 

Section 1 of Article 12 of the Constitution of the Mosaic Em- 
ployers Association has provisions simiter to that of the Tile Asso- 
ciation to the effect that where a member has not received the full 
amount due him for the work and the Association has been noti- 
fied of the fact no other member of the Association is permitted 
to perform any work on the job except upon the written consent 
of the member who held the original contract. It is not necessary 
for a member to file a lien against the building or that he should 
have a lawful claim. His mere contention that the owner or con- 
tractor owes him money, if he chooses to exert it through the 
Association compete the owner or contractor to comply with his 
demands whether found or unfounded. Until they are complied 
with the work simply stops. 

This Association openly adopted by resolution a system 
of comparing contemplated bids and for the interchange of 
bids between members. Mr. Ellis B. McLaury, President of 
the Association, testifying on May 12, 1921, said in substance: 

" If a member does not like the way an owner or contractor is 
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paying and stops, I sent out a stop notice and no other member 
of the Association can work on that job." 

He testified that they stayed off by way of "courtesy " but in 
point of fact they were excluded from the job by the terms of the 
By-laws. In that way the member would be able to charge any- 
thing he pleased for additional work. If the owner did not like 
his charges, the work would remain undone. In this as in other of 
these Associations that are sheltered under the roof of the Em- 
ployers Associations. An owner or contractor who requires the 
work to be changed or additional work done is at the absolute 
mercy of the members of these Associations. 

This applies to practically all the Associations that are affili- 
ated with the Employers Association with a few exceptions, such 
as the Master Builders Association who, as before stated, are 
mem!ber8 of the Association onty for the protection they get in 
the negotiation of contracts with Union Labor. 

The entire membership of many of the various Associations 
above described and of their officers, have through the agency of 
this Committee, been indicted on account of the unlawful prac- 
tices above recited, many have been tried and convicted, still 
more of them have pleaded guilty and many that have been in- 
dicted still remain to be tried and indictments of others are yet 
to be asked, all of which will be hereafter more fully set forth. 

(18) Terra Cotta Association. 

Eastern Terra Cotta Association. — This is a branch of the 
National Terra Cotta Society. It operates in the Eastern Dis- 
trict of the United States. The National was organized in 1912 
and consists of about 30 members. It has a countrywide juris- 
diction and controls the entire terra cotta business in the United 
States. 

For the purpose of its operations it has divided the country 
into three districts — the Pacific Division, the Central Division 
and the Eastern Division embracing New York City and its en- 
virons. The Eastern Division is dominated by the Eastern Terra 
Cotta Association with a membership of 9' manufacturers. 

Its operations as disclosed by its Constitution, By-laws and the 
minutes of its meetings manifestly constituted a criminal con- 
spiracy. The members were required to fite cards that would 
advise each member of every estimate made to any contractor or 
builder. Its price-fixing machinery purported to be a develop- 
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ment of the " Open Competition " or " Eddy " Plan. It is now 
said to have disbanded as the result of the indictment and con- 
viction of its naembers and of the Association in the TTnited 
States District Court of New York. Whether or not it has in 
fact done so or is operating in another form wll be developed by 
the further investigations of the committee. 

(19) Sooflng. 

(A) Oomposition Roofers and Wcder Proof ers Employers As- 
sociation. — There are 17 members in this group. This Associa- 
tion is also a member of the Employers Association. It has the 
usual preferential agreement with the Labor Union that operates 
in its field. Its By-laws and Practices show the same arbitrary 
methods of stifling competition and destroying competitors, 
regardless of the public interest, that characterize many of the 
above-described Associations. 

The H. W. Johns-Manville Company which is not a member 
of the Association was accustomed to furnish a 10-year guarantee 
of its roofing work whereas the rules of the Association forbid the 
members from giving a guarantee of more than two years. The 
H. W. Johns-Manville Company was excluded from membership 
in the Association and every attempt was made to destroy its 
business because it refused to limit its guarantee to the owner, 
builder or contractor to two years. 

(B) Employers Association of Roof ers S Sheet Metal Workers. 

(C) Roofers and Sheet Metal Business Men's Club. 

The Association employed the usual " card system ^' between 
members as to jobs estimated upon and contracted for. It also 
had the usual requirement in its Constitution and By-laws pre- 
venting any member from finishing a job that was commenced 
by another member and discontinued for any reason or from 
doing extra or additional work on the job, thus giving to a mem- 
ber who started upon a contract a monopoly of that class of work 
in the building regardless of whether he performed or violated his 
agreement and regardless of what he might c:hoose to charge for 
additional work or how little he might care to credit for omitted 
work. 

Herman Weinberger, the Secretary of both Associations testi- 
fied that the Club has thirty-two members and that the Association 
has more members than the club. There are seventy-eight mem- 
bers in the Association, which is also a member of the Employers 
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Association. Before an estimate is given, the members get 
together and compare " costs." The Club gets two per cent on all 
business done by the members. Weinberger said that it was his 
idea tliat the members had the right when they were asked to esti- 
mate on a job to get together and agree on what they call the " cost 
price '' of the job. 

"According to our Constitution, if a man wants to figure on a 
job in New York City, he has got to do it with his competitors." 
It seems that at a meeting in January, 1921, after this Com- 
mittee's investigations had been widely published, the Associa- 
tion abandoned section 7 of its by-laws which prevented a member 
who got into a controversy with the owner or contractor from deal- 
ing with any other member. 

The Architectural Metal Works was tried and convicted for 
violating section 10 of the Constitution in that it had put in an 
estimate at less than the figure agreed upon between the members. 
Subsequently that fine was remitted. On one or two occasions 
in which a member reported outside competition on the job, the 
2 per cent payment to the Club was remitted so as to enable him 
to meet that competition. It was the custom to notify the mem- 
bers to communicate with one another before they estimated on 
a job — " when there was trouble," — which means that when 
there was danger of outside competition. 

The agreement between the Association and the Amalgamated 
Sheet Metal Workers Alliance, Local Union No. 28, that supplied 
its labor was made in December, 1917. It gave the members of 
the Association a so-called " preferential '' in the supply of Union 
labor over those who were not members, which meant that in times 
of activity non-members could get no labor. Mr. Weinberger tes- 
tified that " a new argument was made necessary on account of 
the exposures of the Committee.'^ 

The Committee of the Association having in charge the ques- 
tion of prices recommended " standard rate of charge of 50 per 
cent upon each item of cost and 10 per cent upon insurance." 
Mr. Weinberger further testified that a member who charged less 
than 50 per cent profit on the job violated the by-laws but that 
he did not understand that to be price-fixing. There was also a 
resolution recommending that " 45 per cent be added to the cost 
of each item of metal or labor on work other than that done under 
contract.'' In 1919 they lifted that to 50 per cent although the 
cost of the material and labor they were handling had more than 
doubled. 
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This Association had regular price-lists distributed among its 
members and its resolutions provided that even though they be 
under contract for a job, if the cost of labor was increased during 
the performance of the contract the additional cost was to be 
added, but there was to be no deduction if there was a decline in 
labor costs. Since the Association was organized there had 
been a uniform form of two-year guarantee on roofs that had been 
installed. Before the organization of the Association every man 
made his own guarantee. There were different kinds of roof 
but the guarantee was inflexible. 

This is another illegal conspiracy that the Committee has not 
yet had the opportunity to present for prosecution. 

(20) Bronse and Iron. 

Ornamental Bronze and Iron Association, — This organization 
operates in conjunction with a similar National Association. The 
Local Association consists of ten members; the National Asso- 
ciation has a membership of fifteen. It has a Constitution, By- 
laws and a Cede of Practice, containing the various prohibitions 
noted in connection with other Associations, that where a mem- 
ber sublets part of his contract he must sublet it to another mem- 
ber of the Association, and that wherever any member quits work 
on a contract no other member can complete the contract. 

The Association is likewise obligated to pay a fixed scale of 
wages to workingmen by agreement with the Trade Unions em- 
ployed by its members, and is likewise bound to exact an exor- 
bitant profit on labor to be charged to customers. 

It is likewise a member of the Employers Association. Its 
organization and practices are characterized by many of the ob- 
noxious features obtaining in the Associations above described. 

(21) Architectural Iron Workers. 

This organization is likewise a member of the Employers Asso- 
ciation and has a similar preferential contract with Labor Unions. 
Frank J. Steckenreiter, one of its members, testified in substance 
as follows: 

*^ If one of our members makes a claim that somebody owes him 
money on a building, even though the claim is contested and the 
ownership in good faith changed, if any other member does work 
en the building the new owner must pay that claim before any 
other member will work on that building.'^ 



Intebmediate Eepobt 117 

Section 1 of Article 5 of the Constitutioii requires that when a 
member sub-lets any part of his work or contract he must do so to 
another member. The members of this Association have likewise 
a fixed scale of prices which they are required to charge customers 
for labor, which includes an exorbitant profit. As illustrating its 
profiteering in labor, the members pay a man and helper $16 per 
day and charge the customer $36 per day for that same joumey- 
naan and helper. 

(22) Metal Doors and Windows. 

Association of Manufacturers of Metal Covered Doors and Win- 
dows, — This Association is also a member of the Employers Asso- 
ciation. It has a membership of fifteen manufacturing concerns. 
The volume of business done by the members is about 60 per cent 
of the entire business of the Metropolitan district. This coterie has 
had recourse to the usual preferential agreements with Labor 
Unions to stifle competition and exclude competitors and has other 
objectionable features similar to those before described but which 
it is believed tmnecessary again to set forth in wearisome detail. 

The investigation of this organization is still uncompleted. 

(23) MetalCeilings. 

Metal Ceiling Association of New York. — This Association 
is also a member of the Employers Association. It consists of 
28 members. It is bound to the Labor Union by preferential 
agreements for labor that handicap competition and is of the 
same general character of those above described. 

The Cdmmittee is in the early stages of this investigation. 

(24) Parquet Flooring. 

Parquet Flooring Association. — This Association is also a 
member of the Employers Association. It has 50 members in 
the Metropolitan District of whom three or four axe manufac- 
turers. Most of its members are jobbers and contractors. It 
also has an agreement with the Labor Union for the preferential 
supply of lalbor. It is plainly a price-fixing combination. 
Minutes of its meetings show that prices are discussed and agree- 
ments reached fixing prices. Schedules of prices were issued and 
distributed among the members. 

The Metropolitan District is divided into two sections and the 
business in each respective section is allotted to the member 
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residing therein* Private owners and builders are discriminated 
against in favor of dealers in the prices charged by the members. 
The contract price to the owner or builder was found to be in 
many cases 50 per cent greater than the contract price to the 
dealer for the same work. 

The testimony discloses that this branch of the industry is in 
the control of a central body or Manufacturers Aseociation tiiat 
regulates the prices of supply. The market price of parquet floor- 
ing material is uniform. It rises and falls simultaneously 
throughout the country. The increase in price in this commodity 
has been fabulous and extortionate. In 1913 the price of parquet 
flooring was 8 cents per square foot. It has gradually risen until 
in 1920 it had reached the figure of 52 cents, an increase of over 
550 percent. 

Objectionable features disclosed in connection with other Asso- 
ciations affiliated with the Employers Association appear here. 

(25) Hardware. 

Builders Hwrdwoure Manufacturers Service Bwreau — This 
Association was organized March 9, 1916. It consists of 13 of 
the most important concerns in the country and extends its 
influence over the entire nation. The Y-ale-Towne Company is 
the largest of its members, doing an annual business of over 
$7,000,000. The members deal in buildjers hardware which 
includes locks, door-knobs and like material. The size of the 
interests represented in this Association is indicated by the 
business done in the year 1920, which amounted to $21,483,284.55. 

Although this is not conceded to be a combination in restraint 
of trade, it is so in fact. It is plainly an " Open Competition " 
Bureau within the meaning of the Hardwood Lumber Case. Its 
regulations prescribe that the members ^haU send to the Secretary 
daily sales reports. At monthly intervals the Secretary issues to 
each member a compilation based upon the total sales reported 
and showing the aggregate prices. The members are required to 
report immediately every increase that they make in the price 
of any article. From time to time the Association adopted reso- 
lutions requiring each member to send to the Secretary a state- 
ment of the outstanding net prices for the various items of mer- 
chandise manufactured by the respective members as of a certain 
date and their rates of discount. On the receipt of such state- 
ment, the Secretary forwarded io other members copies thereof. 
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By means of this recording system and of inquiries whereby 
the members consult with the Secretary at will concerning dis- 
crepancies in prices which appeared in the trade, the prices of 
the commodities manufactured by the members are maintained 
at a fairly uniform standard. 

The increases in prices in certain of the articles manufactured, 
of which there are a vast number of items, may 'be gathered from 
the following illustrations taken from the " Iron Age " of April 
7, 1921: 

Pipe, 1914 $4.85 1920. .$11.50 Increase over 130% 

Copper Tacks, 1914. . .17 1920. . .36 Increase over 110% 
Sash Weights, 1914. .18.00 1920. . 61.50 Increase over 230% 
Hinges per Cwt., 1914 2.15 1921. . 6.00 Increase over 180% 
Lead per Owt., 1914. 3.35 1920.. 9.50 Increase over 180% 
ITails, 1914 1.55 1920. . 4.50 Increase over 190% 

The Committee has not yet been able to ascertain whether this 
Association continues its oppressive exactions but hopes to do so 
in the near future. 

(26) OlasB. 

National Manufacturers Association. 
National Distributors Association. 

The prices of glass used in building are well over 400% above 
what they were at the beginning of the war. At the end of the 
war the price had been advanced at least 150%. Since then it 
has been advanced at least another 250%. The manufacturers 
have an Association of their own known as the National Asso- 
ciation of Window Olass Manufacturers of which J. R. Johnson 
of the Johnson Brokerage Company is the Secretary-Treasurer. 
The entire product of the factories is marketed through his 
Brokerage! Company to the distributors. The manufacturers 
limit the output by the simple process of apportioning to each 
factory the amount of glass it is allowed to make. If that limit 
is reached in 15 weeks of the year, the factory ceases operations 
for the year. Twenty-five weeks per year is the average period 
of operations. In a circular letter issued by him as Secretary- 
Treasurer on July 8, 1918, he states that the membership of the 
Distributors Company comprises practically 100% of the 
country^s flat glass distributors and manufacturers. 

The reason given for this brief period of operation is that glass- 
blowing requires great heat, being injurious to the health of the 
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workingmtn and otherwise making it inadvisable to operate the 
factories during the summer season, but inasmuch as these fac- 
tories are located in various sections of the country, both East and 
West, in none of which there are seven months of summer, the 
pretext is manifestly frivolous. 

The entire output is under the control of a large central organ- 
ization known as the National Distributors Association of which 
there are two main divisions — the Eastern and Western Asso- 
ciations. There are other Associations throughout the country 
affiliated with the main organization. Probably the largest manu- 
facturer in the country is the American Window Glass Company 
which is a member of the National Distributors Association and 
has acted as the pace-maker in the fixing of prices for the trade. 

At stated periods this Company issues a price-list to which the 
manufacturers and distributors throughout the country imme- 
diately adjust their prices which are thus kept uniform and the 
profits of the manufacturers are in that way maintained at a high 
figure. 

There is an official uniform price-list issued by the National 
Distributors Association which applies to the whole jobbing trade. 
This is made up by a Committee of the Association and is in use 
in all parts of the United States. 

The members of these Associations composed of a hundred or 
more are under indictment in the Federal Court. The date for 
their trial had been fixed but the indictment has been dismissed 
on a technicality which can readily be corrected by a superseding 
indictment. 

(27) Electrical Supplies. 

Electrical Contractors' Association. — This is a branch of a 
similar National Association consisting of about 2,500 members 
spread over the entire country. In the New York City Local 
Association there are 42 members. There are five similar organ- 
izations in the City of New York belonging to the Central 
National body that work on the same basis as this organization. 

This Association has likewise a contract with the Labor Unions 
for the preferential supply of labor to its members. It also by 
resolution adopted fixed rates which the members are required to 
charge to customers for supplying labor on all jobs and which pro- 
vides for exorbitant profits on labor. 



Intbbb£ediatb Kbpoet 121 

The National Association publishes a so-called " Canon of 
Ethics " under which the subordinate organizations opeiate and 
which contains unlawful regulations intending to restrict com- 
petition and to bring the National Association within the con- 
demnation of the law. 

An affiliated Association is the Institute of Electrical Con- 
tractors which has adopted the so-called " Eddy " or " Open Com- 
petition " System. 

(28) Paints. 

Master Painters' Association, — This is a local organization 
confined in its membership to employers in this line of business 
in the City of New York. It consists of 32 members. As part 
of its scheme for coercing employers into the Association and for 
monopolizing labor it also has a wage agreement with the Council. 
The Association on its part has adopted a schedule of prices to 
be charged customers for labor to which the members are required 
to adhere and which permits of extortionate profits in the supply 
of labor. It joined hands with the Employers Association and the 
Council to concentrate the control of labor in the hands of the 
Brindell organization after the following fashion : 

Among the locals affiliated with the American Federation of 
Labor was a Painters Union in New York known as " No. 9/' 
consisting of about 13,000 members. Brindell, for the purpose 
apparently of more readily consummating his blackmailing 
schemes, made war upon this Union. He organized a new Union 
of Painters called ^' Local No. 1," and attempted to oust from 
employment the members of No. 9 and to deliver all painters' 
work to this new Union of his creation. 

The Master Painters Association and the Brindell Council in 
combination with the Employers Association was achieving high 
success in this purpose when the revelations of your Committee 
put an end to this discrimination. 

The officials of W. T. Nelson & Co., a large firm engaged in 
this line of business, testified that as a result of their refusal to 
comply with the agreements with the Labor Union with respect 
to the charges to be made by the employers for labor, they were 
expelled from the Master Painters Association and were there- 
after unable to secure labor or contracts within the City of New 
York. Where they had formerly done a business of from 
$400,000 to $500,000 in the city, their business dropped to about 
$90,000. 

5 
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The same general characteristics that have been described with 
respect to other Associations who were members of the Employers 
Association were found to exist in this Association. 

(29) Lead. 

American Institute of Lead Manufacturers. — This organiza- 
tion was formed in 1918. Its members do at least 90 per cent of 
the entire white lead business of the country. The National Lead 
Company which is by far the largest of the members alone did a 
business for the 11 months of 1920 of nearly $22,000,000. 

The control of white lead involves the control of all paints 
used in the building industry as white lead is the principal in- 
gredient. The above-named " Institute " operates under By-laws 
that require the filing of reports of all quotations by the mem- 
bers. The quotations of each member are immediately trans- 
mitted to the Secretary of the Institute who promptly advises 
all the members of such quotation. In this way absolute "uni- 
formity of prices has been maintained throughout the country. In 
order that each member shall exercise a more effective check on 
the others, inquiry blanks are provided by the Institute by the use 
of which members may secure such information as they desire 
concerning the transactions of any other member. 

The machinery provided by the reporting plan was graphically 
described by the Secretary of the Association in language of 
which the following is a summary: 

"I was a clearing-house through which one member of the 
Institute knew what the other members were doing. He 
could keep in touch through me with all the operations and 
sales and prices and terms of the other members. If one 
member of the Institute quoted prices to a proposed cus- 
tomer, another member could through me find out exactly the 
terms at which that offer had been made and after a sale 
has been made he could find out the same thing. If there 
was any variation in the price it was the duty of the mem- 
ber of the Institute who varied the price to notify me." 

As a result of this system, the entire country has been and 
probably is still in the grip of this combination. Inasmuch as 
white lead, and paint, of which it is made, constitute important 
items in the cost of building, it is the intention of your Committee 
to pursue this subject further and we are now engaged in gather- 
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ing proofs on which to demand the disbanding and pros^ution 
of this combination. 

(30) Shoring. 

House Movers and Shorers' Associaiion. — This Association 
liss thirteen members, and is another of the constituent members 
of the Employers' Association. The primary purpose of its for- 
mation was to monopolize for its members the entire business in 
New York City by preventing non-members from securing Union 
labor. It subscribed to and received all the advantages of the 
agreement between the Employers' Association and the Council 
which was of the character heretofore described with respect to 
other like Associations that are affiliated with the Employers' 
Association. 

(31) Hoisting. 

The Hoisting Association, — This Association consisted of 
eight concerns who control 95 per cent, of the business in and 
about the City of New York. It is duly incorporated and has 
a Constitution and By-laws which contain provisions that are 
on their face xmlawful and its practices are shown to be monopo- 
listic It also is a member of the Employers' Association. 

It appears from the minutes of its proceedings that its prices 
are standardized and made uniform between the members bv 
resolutions adopted at their meetings. The Secretary, however, 
testified on December 28, 1920, that the Association had aban- 
doned its pernicious activities as the result of the investigation 
but your Committee has not yet been able to investigate so as 
to determine whether this is the fact. The determination of 
that question by further investigation is a part of the mass of 
unfinished business of your Committee. 

(32) Automatic Sprinkl^K. 

New York Automatic Sprinkler Association. — The investiga- 
tion of this Association is still unfinished. So far as it has 
progressed, the facts developed are beiefly as follows : 

In the latter part of 1919 there came into existence the above- 
named organization under the title of "The New York Automatic 
Sprinkler Association." When the investigation of its affairs was 
begun on December 9, 1920 it had nine members who had the great 
bulk of the business in New York City and vicinity and a large 
proportion of the business throughout the country. 
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The Constitution and Bylaws prescribed standardized contracts 
and estimate forms for use by its members. These were in effect 
merely another name for the *^ Card ^^ used by other price-fixing 
combinations. The machinery employed in this case was about 
as follows : 

Members intending to bid upon a job would first secure from a 
Central Bureau conducted by the Association a socalled *' Survey " 
from which the member could gather the equipment and details of 
installution necessary for that particular job. On this Survey 
the prospective bidder would make his estimates using the 
standardized estimate form of the Association. He would then 
file this estimate showing his bid in the office of the Association 
where it would be opened for the inspection of the members who 
were intending to bid upon the same job. The information thus 
received from such inspection was further supplemented by the 
views of the various members given at weekly meetings of the 
Association. 

This routine amounted to nothing more or less than a plan to fix 
prices on each individual job. In order to guide the members with 
greater certainty in fixing a uniform price, they were- compelled 
to follow a price-list of the equipment formulated and furnished 
by the manufacturers to the members. 

The Committee is also intending in this connection to investi- 
gate an alleged combination betwen the manufactniers of the pipe 
and other materials that are asisembled by these sprinkler con 
tractors. 

(33) Water Meters. 

The Badger Water Meter. — There are ten manufacturers of 
water meters in the United States. Eight of theste are or were at 
the time of our investigation members of the Water Meter Ex- 
change, being one of the Associations above des-tribed operated by 
Albert A. Ainsworth. 

The types of meter manufactured by the members of this 
Exchange, are the only types authorized to be used by the Board of 
Alderman of the City of New York. The Badger Water Meter, 
which is not manufactured by a member of the Exchange, is used 
in other cities throughout the United States and has passed the 
required tests and received the authority from the Commissioner 
of Water Supply, Gtes and Electricity of the City of New York 
for use in that City. 

The Badger Water Meter is manufactured by the Badger Water 
Meter Company of Milwaukee. The meters manufactured by 
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the members of the Exchange are sold at an absolutely uniform 
price whilst the price of the Badger Meter is nearly 60 per cent 
lees than that of the other meters. 

The Badger Company claims that it has not been able to secure 
the approval of the Board of Aldermen as required by the Charter. 

The Company procured the passage of a bill by the Legis- 
lature vesting the sole jurisdiction of approving water meters in 
the Chief Engineer of the Department of Water Supply, Gas 
and Electricity without action of the Board of Aldermen. This 
bill was not accepted by the Mayor. 

Conisiderable testimony was taken before your Committee for 
the purpose of ascertaining what, if any, reason existed for refus- 
ing this Company the right to compete in the City of New York 
against this monopoly. 

It was not claimed or suggested that the Badger Meter had 
not successfully passed the necessary tests and it was proven that 
it had been many months under the most severe tests before the 
approval was given. 

(34) Miscellaneous Associations. 

Bolt, Nut and Rivet Society; Cold RoUed Strip Steel Asso- 
ciation; The Manufacturers of Hoop Band Strip Steel; The 
Society of Bar Iron; The Makers of Wire Fence; Eastern Bar 
Iron Society; The Hollow Metal Door Society; The BolUng Steel 
Door Society; The Electric Institute; The Electrical Equipment 
Association. — All these were so-called " Open Price " Associations 
that were organized by and were under the guidance of Mr. 
Eddy during his lifetime. Upon the death of Mr. Eddy, 
Mr. William J. Matthews who had been his associate or assistant, 
and who is a member of the Chicago Bar, succeeded to the 
management of these Associations, all of which were in existence 
at the time Mr. Matthews testified before the Committee on 
December 29, 1920. 

The direct effect on prices and competition of the operations 
of all of them extend to the City of New York and to the building 
industry in that City and the other cities of the State. There are 
34 manufacturers in the Bolt, Nut & Kivet Society located in all 
parts of the country. 

There are 14 members in the Cold Rolled Strip Steel Asso- 
ciation. 
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There are 12 manufacturers in the Hoop Band Strip ^teel 
group, located chiefly in Pennsylvania and Ohio. The head- 
quarters of that organization are in Pittsburg, but their product 
is marketed throughout the United States, including the State of 
New York. 

The Society of Bar Iron has its headquarters at Chicago. There 
are 10 manufacturers in that Association. They are located in 
the Middle Western States, Indiana, Alabama, Kentucky, Mis- 
souri, Illinois and Wisconsin. It does not include the Republic 
Steel & Iron Company which makes bar iron and is not a member 
of the Society. 

The Makers of Wire Fence Organization has 17 members, 
whose factories are chiefly in the Middle Western States. The 
Secretary of this organization occupies the office of Secretary in 
a number of the others. He has his office in Pittsburg. This 
organization includes all the leading manufacturers of wire fence 
in the United States and the operations of the combination di- 
rectly affect the prices of wire fence throughout the State of New 
York. 

The Hollow Metal Door Society and the Boiling Steel Door 
Society have their headquarters in the City of New York as has 
also the Electric Institute. 

Mr. Matthews' testimony is frank and illuminating. He claims 
that all of these Associations are conducted as before stated on 
the " Open Competition Plan." All of them come within the 
condemnation of the United States Supreme Court in the Hard- 
wood Lumber Case. 

He describes the procedure as follows: 

" Blanks are prepared to fit the industry, one for reporting 
inquiries on (white paper), a second for reporting bids (on 
say, yellow paper), a third for reporting contracts closed 
(on, say, blue paper) and blanks of the same are furnished 
to members. In general the forms have been varied to fit 
the peculiar conditions in the industry. That correctly de- 
scribes it as far as that goes. I think so, yes. One for 
reporting inquiries, one blank for reporting bids, and one 
blank for reporting contracts. Sounds a good deal like the 
Hettrick 'System, but it has no analogy to it.'' 

What the witness means is that if a person wants to buy from 
a member Or members of the Association, he sends in for the price. 
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" Q. And that price before it is given is reported to the 
Association as being an inquiry, that is, the name of the man, 
so that every member of the Association shall know that that 
man is in the market for a certain thing — isn't that it? 
A. I presume so/* 

The next step after these bids have been exchanged is the mak- 
ing of a contract by the customer with the member selected from 
among the bidding members. 

" Q. But before a contract is made, any member who has 
bid and who sees the other members' bids, after seeing them 
can he put in a corrected bid ? A. He can revise it in any 
way he wishes to/' 

" Q. The Plan provides after each member has learned 
of every other members' bid, then he is at liberty to change 
his bid before a contract is made and notify the Secretary 
of the changed bid ? A. That is right. 

" If after each man sees each other bid and that results in 
some people lifting their bid, I would say he had a perfect 
lawful right toi do that. It might be construed as a partial 
elimination on competition but not to such an extent as 
would contravene the law." 

" Q. You don't believe in the policy of unrestricted com- 
petition such as the law now enforces? A. The law does 
not enforce it. 

^' I do not agree with Mr. Eddy that any line of industry 
should be permitted to monopolize its particular field." 

" Q. Has there been a great spread of these cooperative 
Associations in the last five or ten years ? A. I think more 
particularly according to my observation in the last three 
or four years as a result of the war. There seems to be a 
tendency towards teamwork of corporations." 

These views thus ably and frankly stated gives some conception 
of the havoc that has been wrought by the so-called " Eddy " or 
^^Open Competition" systems or Associations. Their purpose 
has been to destroy competition and they have accomplisfhed it. 

Your Committee deems it impracticable to attempt here to 
further develop in detail the character and extent of all the vari- 
ous price-fixing combinations that were investigated; noi* does 
your Committee wish it to be understood that the entire field of 
the Open Price Associations in or allied with the building indus- 
try has been explored. That has not been possible. 
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(36) The Iron League. 

The struggle of the United States Steel Company, the Beth- 
lehem Steel Company and other manufacturers of steel through- 
out the United States to enforce the recognition of the so-called 
" Open Shop " principle not only in their own plants but in 
every building job in which structural steel is used, has led to 
many pernicious results. The proof put before your Committee 
establishes that the so-<?alled " Open Shop " as enforced by the 
Steel Companies in all their ramifications is neither more nor 
less than a non-Union shop. 

The Union men claim that all the foremen of the steel plants 
are required to be non-Union men. The foremen have an Asso- 
ciation of their own into which Union men say they are not 
admitted and that no Union man is eligible as foreman in 
any of the great steel works of the United States steel or in anv of 
their affiliated industries. A vast spying system is maintained 
both in the Steel Companies and in the Unions, as a result of 
which men who are found to be active in the Unions are dis- 
covered and deprived of work. Some of these men were wit- 
nesses before the Committee. The methods by which they were 
detected and discharged were disclosed by their testimony. 

It was in effect a black-listing system. . Whether it still exists 
your Committee is unable to determine but intends to make further 
inquiry. 

As before stated, it was largely because of the power of the men 
in the steel industry to enforce this so-called " Open Shop " 
policy in the erection of structural steel in the City of New York 
that Brindell was able to blackmail many builders in the City 
of New York. When the pretext of calling a strike upon a 
building that the house-wreckers of his ^' wreckers " union were 
not employed, failed him, he invariably resorted to the excuse 
that the builder was employing non-Union men in the steel 
erection. 

In 1919 the Labor Unions made an effort to organize the great 
steel fabricators of the country on a Union basis but they failed. 
In furtherance of the struggle of the fabricators to maintain the 
open shop, they insisted that all steel be erected upon a non- 
Union basis. Officials of these corporations openly claimed on 
the witness stand that this interference with Union labor in New 
York City was a necessary move on their part to prevent Union 
conditions in their shops. 
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To carry this policy into effect, the iron and steel industry is 
held in a country-wide network of organizations. Manufactur- 
ers, erectors, fabricators and employers are interlocked in this 
network of organization. 

Among the important members of this group are : 

The National Erectors Association 

The National Steel Fabricators' Association 

The Bridge Builders and Structural Society 

The Structural Steel Society 

The American Erectors Association 

The above are all National Associations. 

In and about New York City and organized on a similar basis 
and for a like purpose there is the Iron League of New York. 

Manufacturers and dealers associated in these organizations re- 
fused to deliver steel f. o. b. to any owner or builder who was 
under obligation to employ Union Labor or who independently 
of any such obligation operated on a Union basis. He could not 
get his structural steel f . o. b. He was obliged to contract for it 
erected in place which meant that it must be erected by what 
these gentlemen describe as " Open Shop " labor but whidi is in 
effect non-Union labor. 

The President of the Bethlehem Steel Company frankly ad- 
mitted that the combinations referred to have been effective in 
maintaining the open shop principle in connection with the erec- 
tion of structural steel by refusing to sell steel to builders unless 
they unhesitatingly subscribed to that principle. 

It appears from the testimony of Eugene G. Grace, President 
of the Bethlehem Steel Company, on pages 3625-3630 of the 
testimony that at a meeting of the Steel Fabricators Association 
held on November 28, 1919, a resolution was passed putting into 
operation the policy of selling fabricating material for erection 
only on the Open Shop Principle. 

" Our Company refused to sell fabricated steel to any 
builder or contractor in the New York District who will noi 
erect it on what we call the open shop principle." 

" I do not know of any builder who can get any fabricated 
steel for construction in the City of New York without sub 
scribing to that resolution. I do not know of any place whetre 
he can get it." 
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" The policy of selling to open shop erectors has been the 
policy since September, 1919, when the American Federation 
of Labor attempted to organize our plants.'' 

" Q. You deny your employees, don't you, the right of 
acting jointly with the employees of other concerns in deal- 
ing with you and your association ? " 

"A. We would not recognize it." 

" If 95 per cent of my men belonged to a Union I would 
not recognize them as union men or as members of the Union. 
I think that ie better for the men." 

The organizations above mentioned combine within their mem- 
bership almost all the manufacturers, dealers and erectors through- 
out the country and although the open shop policy was applied at 
the time of our inquiry only in the vicinity of New York, Phila- 
delphia and some other parts of the East, it was admitted that it 
was intended to extend the principle throughout the country. The 
various Associations have adopted resolutions directing their mem- 
bers to " adjust their business " so that the Open Shop Principle 
shall be maintained on all erection jobs. 
^ Manifestly this is an indirect way of excluding from the privi- 
lege of purchasing structural steel any builder who does not sub- 
scribe to the Open Shop Principle. Expert evidence on this sub- 
ject shows the extent to which the maintenance of this policy is 
reflected in the cost of construction. Officers of the Fuller Con- 
struction Company and the Thompson-Starrett Company testified 
that by doing their steel erection work themselves by skilled Union 
Labor which is more efficient than non-Union labor they could save 
large sums in the cost of construction. 

Because of their inability to buy steel f . o, b. these important 
operators have been compelled to keep their expensive erecting 
equipment idle and to sub-let the steel erection to a member at the 
Iron League to whom alone the fabricators would sell the steel for 
erection in the City of New York and through whom alone they 
will permit it to be erected. 

Since the exposures of your Committee, we are informed (al- 
though we have not yet had the opportunity to take proof on this 
subject) that the policy has been so far changed that the steel 
manufacturers will estimate for the furnishing of structural steel 
either f . o. b or erected in place at the option of the builder, but 
this new order it is claimed amounts in practical effect to the same 
prohibition as theretofore existed. 



I 
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(36) Oas and Electric Fixtures and Bulbs. 

The General Electric Company has almost a complete monopoly 
of the business of manufacturing, selling and distributing to the 
consumer all the electric lamps that are used in the United 
States and it also does a substantial export business. It appar- 
ently acquired and holds that monopoly by evasions of the judg- 
ment of the United States Circuit Court which was entered 
upon its plea of guilty to the grave charges solemnly preferred 
against it by the United States Government in 1911. 

After making extravagant charges against its manufacturing 
costs for the purpose of reducing the apparent profits, the prices 
at which its lamps are sold still appear to allow an admitted 
margin of from 150 per cent to 300 per cent between the manu- 
facturing cost and the price paid by the consumers. About 70 
per cent of this profit is absorbed by methods in the distribution of 
lamps to which the company insists on clinging in order to throttle 
competition between the jobbers and retailers to whom it sells 
these lamps under the pretext of consignment contracts accom- 
panied by limitations on the resale prices, which it fixes we believe 
in violation of the terms of the decree to which reference has been 
made. 

In the year 1920 the public paid for these lamps considerably 
over $120,000,000. Approximately 17 per cent of them were 
supplied by the Westinghouse Company which is acting in con- 
cert with the General Electric Company and under a license from 
the latter. An additional 7 per cent of the output was supplied 
by manufacturers operating under like license. 

The facts and figures are disclosed by the testimony herewith 
submitted. They are complicated and it would encroach too 
largely upon the time of the Legislature to enter into a complete 
analysis of them at this place. Little more can be done here than 
to call attention to the outstanding figures : 

The exorbitant profits have been " camouflaged " by excessive 
charges against New Plant Construction Account from which 
the following appears : 

On January 31, 1893, the book value of the 

manufacturing plants was $3,958,528 21 

During the 27 years ended December 31, 

1919, additional expenditures were made on 

account of 'New Plants aggregating 147,012,087 28 
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There was expended on 'New Plants during 

1920 31,300,496 10 

Total $182,271,111 59 

Written off or carried to " General Plant 
Reserve " during the 28 years $115,734,429 06 

In 1908 the total factory floor space was 7,000,000 square 
feet. In 1920 it was 24,501,000 square feet which will give 
some idea of the extent of the New Construction. 
In the year 1918 there was expended on 

New Plants $21,593,996 90 

In the year 1919 there was expended on 

New Plants 14,462,285 77 

In the year 1920 there was expended on 

New Plants 31,300,496 10 

Making a total of New Construction for 

those three years of $67,356,778 77 

The Plant Values have been so depreciated that the net 
Book Value of this entire property account of $182,000,000 
as of December 31, 1920, appears at $66,536,682.53 which 
it will be observed is less than the money actually expended in 
New Plant Construction during the past three years. We believe 
this has been done for the purpose of hiding profits. 

It further appears that over the entire period of the Com- 
pany's history the charges against Plant Account have averaged 
year by year upwards of 60 per cent per annum of the expendi- 
tures for new construction. 

In addition to all this reductions and reserves have been made 
for bad debts and inventories. 

Taking the year 1920 as illustrative, the Company's own 
books show after all this accounting a percentage of profits 
to sales in its lamp business (which is less than % of its 
entire business) of about fifteen times the percentage of profits 
on its entire remaining business. This appears from the state- 
men r of Messrs. Price, Waterhouse & Co., which was that after 
deducting Federal and other taxes, the Company's percentage of 
profits on net sales of lamps for that year was 30.79 per cent 
without taking into ajccount as part of its profits about 70 per 
cent which it distributes to its so-called consignees or sales agents, 
ostensibly as commissions for selling the lamps but largely because 
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these agents sell other lines of unprotected merchandise on which 
the Company earns only a fraction of the profits that it is exact- 
ing on electric lamps. 

The history of the various devices by which this monopoly has 
been acquired and is held, is recited by the Government in its 
Bill of Complaint. It will be difficult to find in the archives of 
the courts a more scathing arraignment than that to which this 
corporation pleaded guilty in 1911. 

The Company was then said to control 60 per cent of the busi- 
ness of the country and the purpose of the judgment was to 
destroy that control. The Company despite the terms of the 
decree which was entered upon its consent now controls at least 
96 per cent of the business of the country and is at the present 
time seeking to eliminate the remaining possible 4 per cent. 

This monopoly was accomplished: (1) Through the continu- 
ance of its methods of fixing and enforcing the prices at which 
the jobbers and retailers were compelled to sell to the consumer 
although it was expressly prohibited from doing this particular 
thing and its action in that regard is in violation both of the 
letter and spirit of the judgment of the Federal court, one of the 
express purposes of which was to put a stop to this practice 
of limitations upon resale prices. (2) By the subsequent acquisi- 
tion of competing concerns, some of which were operated ostensibly 
as competing businesses, which was also in violation of the express 
prohibitions of the decree. (3) By the purchase of foreign 
patents, one of which had actually started into competition in 
this country at the time, the business of which was closed out and 
others of which were potential competitors, so that Company is 
now in possession of the entire field and its few remaining com- 
petitors are so financially weakened by oppressive litigation that 
they are unable to carry on the struggle. 

The acquisition and holding of these competing patents in one 
ownership is believed to be a violation of the Anti-Trust laws. 
Your Committee is advised that there is no more warrant for 
monopolizing or restraining competition in an article that may 
he manufactured in different ways by different patented methods 
than in one that is not protected by patents and that the Anti- 
Trust laws now on the books were enacted for the purpose of pre- 
venting that form of monopoly. 

Tour Committee is advised that the judgment of the Federal 
Court has been violated and accordingly has caused the record 
made before this Committee to be forwarded to the Department of 
Justice of the United States. 



CHAPTER 9. 

CONDITIONS IN THE MATERIAL SUPPLY BUSINESS IN 

THE CITY OF BUFFALO. 

At the earnest request of the public authorities and others in 
the City of Buffalo your Conimittee spent a few days in that 
City in the taking of testimony bearing upon the existence of 
combinations in the building industry in that City. 

Although its investigation was not comprehensive because of 
lack of time and it was not able to inquire into the labor situation 
in that City, it found in the City of Buffalo and the adjacent 
territory a situation in many respects similar to that existing 
in the City of New York and which may be summarized as 
follows: 

The BricJc Monopoly, — At the time of our investigation, the 
owners and builders found themselves confronted with the same 
inflexible uniformity of price for building materials and tie 
same insurmountable monoply with which they were face-to-face 
in the Eastern part of the State. For many of the controlling 
combinations existing in the City of New York there exists its 
counterpart in the City of Buffalo. In both cities these com- 
binations have the same scope of activity, similar methods of 
operation and of detail of organization, the same illegal purposes 
and in some cases almost the same name. 

Corresponding to the Greater New York Brick Company of 
New York City there is in Buffalo the Queens City Brick Com- 
pany which has absorbed and closed down a number of formerly 
competing plants. 

This concern is in itself a consolidation of three of the lai^st 
brick manufacturers in the vicinity of Buffalo. Indeed, these 
three concerns practically control the trade in that territory. 
The Queens City Brick Company is a clearing-house for these 
manufacturers and was organized as a medium for distributing 
the supply and fixing the price of brick within their geographical 
jurisdiction. 

The General Sales Manager of the Company, Charles B. Rein- 
hardt, testified that he was the sole authority to divide the orders: 

" When I get an order I give each yard a portion of the 
order" and again: 

[134J 
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" The Queens City Brick Company is simply a conduit 
or cover under which the three concerns were able to get 
together and avoid competition between one another and 
divide the business between them." 

The minutes of the corporation show that the price of brick 
was periodically fixed and changed by agreement and that in 
conformity with these resolutions the manufacturers maintained 
the agreed price until it was revised by the same men and in the 
same way. The three members, having an aggregate capacity of 
18,000,000 brick, were the EUicott Brick Company, the North 
Collins Shale Brick Company and the Dietschler Company. 

By co-ordinating their operations and combining to fix: the 
price, they drove out of business almost all their competitors in 
the surrounding districts. Since 1913 at least five formerly 
prosperous plants were dismantled. The wrecked yards had a 
capacity of nearly 20,000,000 brick a year. 

It also appears from the evidence that this group of manufac- 
turers refrained from shipping brick to New York city or to 
Rochester although there was a wide disparity between the prices 
in these cities and those prevailing in Buffalo. 

In like manner the manufacturers of brick on the Hudson river 
and from, in and around Rochester refrained from invading the 
Bufialo territory or the zones in which each of them is active. All 
these concerns deal in the ordinary building brick. 

The distribution of face brick in and around Buffalo is con- 
centrated in the John H. Black Company of Buffalo. That Com- 
pany is the agent for the Alliance Brick Company, American 
Enamel Brick & Tile Company, Belden Brick Company of Can- 
ton, Ohio, Bradford Press Brick Company, Darlington Brick & 
Mining Co., Ballston Fire & Clay Company, Hydraulic Press 
Brick Company, Western Brick Company and other concerns pro- 
ducing similar material. All these Companies represented by 
Black and others doing a similar business are associated in the 
American Face Brick Association. 

The prices for the commodities manufactured by the memibers 
of this Association are fixed by price-lists issued at stated periods. 

The Building Material Dealers Credit Association, — This 
organization consists of 11 menibers engaged in the building 
m-aterial business. It was organized in 1918. Its plans were 
made at weekly meetings held on Friday night. At these 
mfeetings prices were openly discussed and an understanding 
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reached concerning them. How well the membera kept their un- 
lawful agreements with one another is demonstrated by the simul- 
taneous increases in prices that characterized the last few years. 
All the members edited and issued price-lists that agreed with 
each other in the most minute detail. 

This organization was connected with the State Building Mato- 
rials Association, having a membership of over 300 memSbers, 
operating throughout the entire State, except New York City. A 
special feature of the State Association was its publication of a 
monthly magazine that served as a guide for the members of the 
Association in fixing their prices. 

Buffalo Oravel Corporation. — This organization accomplished 
its purpose of monopoly through a general agency agreement for 
four producing companies, to wit: The Empire Limestone Com- 
pany, Perry Victoria Sand Company, Squaw Island Sand Com- 
pany and the Niagara Sand Company. It was organized as a 
corporation in 1919. The four companies represented in it con- 
trol the output of sand and gravel in the City of Buffalo. 

Prior to that time there had been competition. Since the or- 
ganization of the Buffalo Gravel Corporation competition has 
ceased. 

All the miembers clear their sales through the central corpora- 
tion, the President of which fixes the price at which the product 
is to be marketed. The four members have an agreement with 
the central organization which permits the corporation to fix the 
price, to zone the district and allot the business done by the mem- 
bers into quarterly shares as nearly as practicalble. The corpora- 
tion does about 80 per cent of the business in Buffalo. The re- 
maining 20 per cent is in the hands of the HoUoway Sand Com- 
pany which has strangely enough adopted a schedule of prices and 
a zoning map conforming to and apparently in every respect in 
agreement with the Buffalo Gravel Corporation. 

This corporation is affiliated with and acts in cooperation with 
the National Association of Sand and Gravel Producers. 

House Painters and House Decorators Association. — This 
organization has upwards of 60 members. It is a local Associa- 
tion the activities of which are confined to the City of Buffalo. 
It has a Constitution and By-laws a feature of which is the pro- 
vision that the memlbers bind themselves not to reveal anything 
that may be declared private by the Association. 

No attempt is made to conceal the fact that this organization 
fixe© prices periodically. On April 10, 1918, a resolution was 
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passed increasing the price 25 per cent over the then existing 
price. The minutes of the Association disclose several resolu- 
tions of this character. 

Muster Plumbers Association of Buffalo. — This is an organi- 
zation of long standing. It had a memibership at the time of your 
Oommittee's visit to Buffalo of about 125 members, fts Consti- 
tution and By-laws are most despotic. If one of the memlbers 
stops work on a building for any reason whatever, whether right 
or wrong, no other member of the Association caa complete the 
work even though the member who stopped work violated his con* 
tract and was at fault. 

The functions of this Association are apportioned to various 
Cominittees. Meetings are held semi-monthly. Prices for mate- 
rial and labor used in the plumbing business are fixed. The 
minutes of the Association are replete with resolutions of this 
character. 

The Jobbers and Plumbers Library. — This organization was 
in existence for about 8 years until April, 1921, when it was 
said to have been dissolved after your Comtenittee had been for 
about six months engaged in taking testimony in the City of New 
York and doubtless as a result of its activities. 

Its operations extended throughout the City of Buffalo and 
included other Upstate cities. The so-called " Librarian " was a 
center from which radiated its price-fixing machinery. Price 
sheets were circulated to the subscribers to the Library at such 
times as the memlbers deemed desirable. The influence of this 
" Library " on prices was felt not only in Buffalo but in Utica, 
Syracuse, Batavia, Elmira and other Upstate cities. 

At the meetings of the Library, usually held in Syracuse, 
understandings were reached concerning the prices to be charged. 
Your Committee proposes to make further investigations to 
determine whether this obnoxious combination has in fact been 
dissolved and also to inquire into the general rumor that there 
are Local combinations among dealers in these and other lines 
of building materials in the Cities of Syracuse, Utica, Batavia 
and Elmira. 

Buffalo Sheet Metal Association. — There are approximately 
35 members in this organization. A Conunittee of the Associa- 
tion fixes the prices to be charged and after the adoption of its 
action by the Association the lists are sent to the entire member- 
ship. They cover practically all forms of sheet metal and pro- 
vide for a fixed price to be charged members for the various kinds 



138 Joint Legislative Committee on Housing 

of work done. Throughout the minutes of the Associatian these 
price-fixing resolutions are found. 

Buffalo Lumber Dealers Association. — There are 29 members 
in this Association. Identified with it and part of it is the 
Buffalo Lumber Dealers Credit Corporation. The Association 
operated under a Constitution and By-Laws and has weekly meet- 
ings. The Credit Corporation is a harmless adjunct and is in 
itself an entirely legitimate agency. 

Each member reports monthly to the Credit Corporation its 
entire Accounts K^ceivable together with the age of the account 
and the credit status of the customer is thus rated. 

The members of the Association receive annually a cost-sheet- 
fixing the prices. This is based on the individual price-lists 
submitted by each member to the Secretary of the Association. 
The Committee found the prices as scheduled under these lists 
to be uniform and that they rose and fell simultaneously but there 
was not time to investigate as to the precise manner in which 
this was accomplished. 

New York State Builders Supply Association, — This Associa- 
tion has a membership of about 46o concerns engaged in the build- 
ing business. The entire State is divided into zones or districts 
by a map which, however, excludes the City of New York. All 
the members are retail deialens in mason and buildere' supplies. 
The main office of the organization is located in Buffalo. There 
are about 35 Directors on the Governing Board and 10 officers 
in the Association. It issues a monthly magazine called " Build- 
ers Supplies " which contains current prices on building material 
in each locality. 

A resolution of the Association dated March 19, 1919, dis- 
closes that the members were excluded from the territories oper- 
ated by other members unless the latter member was allowed to 
handle the transaction. A member offending against the price- 
fixing regulations or " courtesies '' formulated by the Association 
was expelled. 

As a result of the brief, partial and necessarily superficial 
examination thus far made by your Committee of conditions in 
the City of Buffalo, a number of indictments have been found in 
the State Court in that City through the cooperation of the 
District Attorney of the County of Erie assisted by two of the 
members of the Prosecuting Staff of this Committee who were 
furnished to the District Attorney at his request. These indict- 
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ments were found many months ago and are believed to be based 
upon adequate evidence. None of the cases has yet been brought 
to trial. 

In one of these cases Mr. Justice Pooley of the Supreme Court 
sitting in Buffalo has just decided that the Donnelly Act under 
whict the indictments were framed is unconstitutional in that in 
the year 1918 and after it had been for more than 22 years on 
the Statute Books it was amended by excluding certain dairymen, 
farmers and others from its operation. 

It is the purpose of the Committee to urge a prompt appeal. 
The effect of this decision, if sustained, upon building conditions 
and upon business generally would be far reaching and disastrous 
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CHAPTER 10. 
PROSECUTIONS AND INDICTMENTS. 

(1) Table of Indictments and Convictions. 

Inasmucli as the prosecutions growing out of the investigations 
of this Committee, especially in the State Courts, have been con- 
ducted under the general supervision of the Counsel for the Com- 
mittee who was appointed a Special Deputy, Attorney (General 
and Special Assistant District Attorney in the County of New 
York for that purpose and who also co-operated in the cases where 
violations of the Federal Anti-Trust Law were disclosed to the 
Federal Department of Justice, a list is herewith submitted con- 
taining a summary of the status of such prosecutions : 

Total Number of Individuals and Corporations Indicted. 666 

Individuals 416 

Corporations 250 

Federal Indictments 296 

Individuals 1*75 

Corporations 121 

New York County and Attorney General 370 

Individuals 241 

Corporations 129 



Industries — Number of Indictments in Each Industry. 

Contracting 1 

President, Bldg. Trades Council 6 

Metallic Lathers 16 

Labor Delegates 12 

Mason Supply Dealers 54 

Cut Stone Contractors 43 

Master Plumbers 79 

Investigators 2 

Attomev 1 

Marble: 

Individuals 34 

Employers 30 

[140] 
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Stone Mason Contractors 49 

Stone and Gravel 15 

Tiles 53 

Terra Cotta 68 

Window Glass 104 

Cement 64 

Total Pleas: 

Pleaded ^^ Guilty '^ 255 

Pleaded " Not Guilty " 324 



Fines paid by those who Pleaded " Guilty " and who have been 
convicted, $550,000. 

(These fines cover only 208 individuals and corporations thus 
far sentenced.) 

Prison Sentences Imposed to Date. 

New York County and Attomey-Oeneral: 

1 — 5 to 10 years. 

1 — 6 months. 

5 — Indeterminate Sentences (1 day to 3 months). 

1 — 90 days. City Prison. 

1 — 60 Days, City Prison. 
5 — 30 Days, City Prison. 
8 — 10 Days, City Prison. 

2 — 5 Days, City Prison. 
1 — 30 Days, Workhouse. 
32 — Sentence Suspended. 

19 — 6 Months to 3 Years (sentence suspended). 

Federal: 

3 — 4 Months and $4,000 fine each. 
1 — 2 months and $3,500 each. 

Total Number of Individuals Who Received Prison Sentences. 

Federal 4 

N"ew York County and Attorney-General 25 

Sentences Suspended 32 

Nature of Charge : 

Perjury 1 

Attempted Extortion i 
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Nature of Charge: 

Extortion 13 

Violation Sec. 812 of Penal Law 1-6 

Violation Sec. 1330 of Penal Law 9 

Violation Sec. 341 General Business Law (Donnelly 

Act) 205 

Conspiracy 105 

Violation Sherman Act (Federal) 295 

Pending and undisposed of 266 

This list includes an indictment in the Federal Court of 104 
corporations, firms and individuals constituting the alleged com- 
bination of manufacturers and distributors of flat glass above 
referred to. A demurrer to this indictment has recently been 
sustained on technical grounds which your Committee is advised 
will be readily overcome by a superseding indictment that is about 
to be asked for. The case had been set for trial when this ohjeqr 
tion was taken, which does not, however, affect the merits of the 
charge. 

The above list does not include any of the indictments found 
by the Erie County Grand Jury as the outcome of the investiga- 
tion of conditions in Buffalo hereinafter referred to. 

(2) Administration of the Laws Against Illegal Combinations. 

Your Committee regrets to have to report that it finds the legal 
machinery for the enforcement of the conspiracy laws against 
illegal combinations to be inadequate in both the State and Federal 
courts, but in making this statement no reflection is intended upon 
the public officials having in charge the execution of these laws. 

We have had upon the statute books of the State of New York 
the statute against conspiracies in restraint of trade, being section 
580 of the Penal Code, and the so-called Donnelly Anti-Trust Act, 
chapter 25, section 340, of the Laws of 1909. Notwithstanding 
the fact that the City of New York has been for upward of twenty 
years the headquarters for most of the illegal combinations in 
the building industry and in fact of international combinations 
from which the people of this country have been and are suffering; 
no successful effort has been made to suppress or punish these 
conspiracies. 

These laws have been generally regarded as a "dead letter." 
On rare occasions, when the people have been stirred to action 
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by exceptionally flagrant and long-continued oppression by reason 
of these restraints in the necessities of life, the officials have been 
stirred to action. In all the twenty-two years of the existence of 
the Donnelly Act there was a criminal prosecution and conviction 
in New York county in only a single case. A like situation, so 
far as concerns the resort to the use of the Anti-Trust Law as a 
criminal statute, applies to the Federal prosecuting officials. 

The Department of Justice generally resorted to the insufficient 
remedy of civil suits and injunctions. This usually meant years 
of litigation and by the time the issues were decided the com- 
binations had taken on other forms. 

In point of fact, there has been no concentrated or systematic 
effort to enforce these laws. There has been no adequate legal 
equipment supplied to enforce them. They have grown so 
numerous and so powerful that it would require many judges, 
prosecutors and investigators and a decade of time to exterminate 
them if in fact they can now be exterminated. 

The co-operation of the Attorney-General of the State was 
immediate and without reservation. Special assistant attorneys- 
general were designated by him upon the recommendation and 
request of the Committee, expert investigators, assistants, and 
clerks were employed and a complete organization was set up, 
with the results above indicated already accomplished. 

Many of the offenses disclosed by the inquiry have not yet been 
presented to grand juries, owing partly to the fact that neither the 
grand juries nor the other legal machinery were available. This 
work is still to be done. The local prosecuting attorneys have 
lent such aid as was in their power, but they, too, were without 
the men or means for this exceptional work. 

The present Attorney-General of the United States promised 
active assistance and co-operation and the Committee has 
had, through the agency of the United States District Attorney 
of New York, such co-operation as the latter was able to 
give with ihe limited staff and the still more limited appro- 
priation at his command. He has been sincere and enthusi- 
astic in his efforts but has been handicapped by the absence 
of the necessary money to properly organize a 'staff for 
the work with the result that he has thus far been able to present 
only a few of the many cases for indictment and none has been 
tried except the Terra Cotta Association, in which the trial was 
begun and was suspended upon a plea of " guilty " by the defend- 
ants, which resulted in the mere imposition of fines. 
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In one of other cases in which an indictment was found by the 
Federal grand jury (that of the mem'bers of the Tile, Grate and 
Mantel Association) the defendants entered pleas of " guilty/' 
I'our of the chief offenders were sentenced to short prison terms 
and the others were discharged with the imposition of fines. 
The members of the Eastern Cement Manufacturers Associa- 
tion and of the Glass Manufacturers Association were also 
indicted. The former case has been set for trial in April 
next, after a delay of more than six months. A demurrer 
has been sustained to the indictment against the Glass Mianu- 
f acturers on a technical ground which it is believed can be readily 
overcome by a superseding indictment 

Others of the cases submitted by the Committee to the Federal 
prosecutor are under consideration. There are a dozen or more 
such cases, involving the most important lines of business con- 
nected with the building industry, that constitute offenses against 
the Federal law. 

Your Committee, through its counsel, has repeatedly urged upon 
the Department of Justice that an adequate appropriation 
be asked from Congress with which to employ the necessary 
expert assistants, investigators and staff without which these 
prosecutions cannot be successfully conducted but so far as known 
no favorable action has yet been taken upon this request although 
the Attorney-General has been assured that the appropriation 
would be forthcoming. Until these cases are prosecuted it is not 
to be expected that the combinations will be dissolved. 

One of the reasons that has for years been most persistently 
urged against the enforcement of the Federal Anti-Trust Laws 
as criminal statutes was the supposed unwillingness of juries to 
convict in such cases. The experiences of the Committee have dem- 
onstrated no basis for this assertion. 

The judges, both in the State and Federal courts, have almost 
consistently treated this class of offenders with tender considera- 
tion. In one case in the State court in which the manufacturers 
of brick and dealers in building materials were proven guilty of 
the most overt acts, constituting willful frauds upon the public, 
the court allowed all the defendants to escape with fines. 

The court in that ease expounded the extraordinary view that 
because of the business and social station of these men the hmnilia- 
tion of being compelled to plead "guilty" to a crime the im- 
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position of oomparatively small fines upon them was a sufficient 
punislunent. 

The same point of view seems to previa! with the Federal judges. 

There is no hope of compelling obedience to these laws or of 
enforcing them so long as the courts adopt this attitude. 



FINANCIAL PART. 
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CHAPTER 11. 

GENERAL OBSERVATIONS AND STATISTICS APPER- 
TAININO TO ALL CLASSES OF INSURANCE 
COMPANIES, BANKS AND TRUST COMPANIES. 

One of the chief causes leading to the housing shortage has 
been the withdrawal of funds of the Insurance Companies from 
the loan market with the notable exception of the Metropolitan 
Life Insurance Company which has for some years past been the 
main support of the loan market and the chief encouragement to 
building operations. 

These Companies have during the past five years and up to 
the end of 1920 withdrawn from the loan market the support 
that it had previously received from them. This change of policy 
was due in part to their patriotic assistance in purchasing great 
quantities of Government Bonds so as to assist in financing the 
needs of the war, for which they are entitled to unstinted com- 
mendation. It was, however, also due in great part to the in- 
ducements and temptations brought about by the high rates of 
interest that were obtainable on railroad and industrial bonds 
and notes and especially on new issues of those securities and tax 
exempt securities that were made from time to time. 

It wiU be seen from the data hereafter referred to that some 
of the great Life Insurance Companies — notably the Mutual 
Life — actually reduced their loans on bond mortgages on real 
estate and the proportion of their constantly increasing assets in 
this class of security was steadily reduced by demanding pay- 
ments on outstanding loans, thus adding to the demoralization and 
discouragements of the real estate mortgage market at the most 
critical time in its history, for which your Conmiittee regards 
them as deserving of severe condemnation. 

The total investments of the Mutual Life in Real Estate Mort- 
gages at the end of 1912 were $139,691,000. At the end of 1919 
they were $100,754,000. 

For the year 1912 the investments of the Metropolitan Life 
Insurance Company in Eeal Estate Mortgages were $337,394,000. 
At the end of 1919 they were $741,387,000. 

Every one of the large New York life insurance companies 
other than the Mutual Life increased its loans during that period. 

[149] 
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For the purpose of determining upon the legislation that will 
be necessary in the way of readjusting and limiting the invest- 
ments of Insurance Companies, your Committee caused an 
exhaustive and elaborate survey to be made of all the investment 
transactions of the principal Insurance Companies of all classes 
in the United States, covering a period of 14 years — from 1906 
to 1919, both inclusive — year by year, and of the State Banks 
and Trust Companies, covering the same period. 

This was accomplished through expert accountants who spent 
upwards of one year in the investigation with the aid at times of 
as many as fifty or more assistant accountants. All the data 
upon which the conclusions of the accountants were based was 
secured from official sources, including the annual reports of the 
Superintendents of Insurance and of Banks respectively of the 
State of New York and the responses received to the question- 
naires and supplementary letters sent by the Committee in the 
Autumn of 1920 to the Insurance Companies and the banking 
institutions doing business in the State of New York. 

The data compiled includes each of the years 1906-1919 (both 
inclusive). As much of this data was intended for use by the 
Committee at the end of 1920 and the early part of 1921 it was 
impossible to secure within the required time the results of the 
year 1920. 

Several of the exhibits were prepared by employees of the Insur- 
ance and Banking Departments of the State of New York working 
under the instructions of the accountants and all of them were 
revised by such accountants so as to reduce the possibility of 
errors to a minimum. 

It would have been impossible and prohibitive in the way of 
time and expense to have extended this investigation to every 
Insurance Company of every class doing business throughout the 
United States. It was accordingly decided to gather the data of 
all the Life Insurance Companies in New York and other States 
but as to the other classes of Insurance Companies to select only 
the most important ones. 

The following is a statement of the number of companies of 
each class doing business in the State of New York in relation 
to the number that were selected for the purpose of the statistics 
that are herewith submitted : 
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Conipaiiies Selected 
Doing for 

Life Insurance: business statistics 

New York State 

Other States 

Fire and Marine: 

New York State 

Other States 

Casualty : 

New York State 

Other States 



Total 



14 


14 


23 


23 


50 


16 


111 


24 


36 


16 


37 


24 


271 


117 



The utmost that can be done in this Report without extending 
it to impossible lengths will be to summarize a few of the facts and 
figures that appear year by year and in great detail in some of 
these exhibits. 

Accompanying this report will be found an Intermediate Report 
by Messrs. Touche Niven & Co., the certified accountants in 
question, explaining in detail the manner in which the schedules 
were prepared, the sources from which the data was gathered and 
the system on which the exhibits have been compiled. Since this 
document has been prepared many other exhibits have, however, 
been added of which no such explanation has yet been furnished 
but which sufficiently indicate on their face all the facts required 
in connection with the study of those exhibits. 

Included among the exhibits is a series of three charts in which 
some of the important results reflected in the other exhibits are 
presented in graphic form to facilitate a comparison of the figures. 
There are also appendices consisting of official copies of ques- 
tionnaires and letters of inquiry chronologically arranged that 
were sent to the various Insurance Companies, Banking Institu- 
tions and individuals for the purpose of obtaining such informa- 
tion as was required and which did not appear in the Annual 
Reports of the Superintendents of Insurance and Banking 
Departments. 

A study of these volumious exhibits with the explanatory notes 
accompanying them establishes the following facts : 
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1. That the ratio of income earned on mortgage loans 
on real estate by all classes of Insurance Companies and bank- 
ing institutions not only in the State of New York but 
throughout the United States has been greater by approxi- 
mately 1 per cent and more stable and constant almost invari- 
ably than has been the rate of income earned on bonds, stocks 
and other securities of these institutions. Assuming the 
average annual return of earnings on all securities of the 
Companies to be 5 per cent year in and year out for tKe past 
14 years, this means that the income from mortgage loans 
on real estate has been approximately 25 per cent greater 
than the income from other securities. 

2. Nothwithstanding the greater earning power, stability 
and safety of such mortgage loans as investments, the Insur- 
ance Companies and the Banking Institutions, with the excep- 
tion of the savings baoks, have invested a far greater pro- 
portion of their resources in bonds and stocks than in 
mortgage loans on real estate. 

3. There has been a general tendency on the part of both 
the Life Insurance Companies and the banking institutions 
in the years from 1915 to 1919 (both inclusive) to decrease 
the proportion of their resources invested in mortgage loans 
and to correspondingly increase their investments in bonds, 
stocks and other securities. 

4. The increase in the ratio of investments of insurance 
companies in United States bonds during the period of 
the war when these investments were necessary, resulted 
in a decrease in the investments in mortgage loans; 
in some instances there was also a decrease in the invest- 
ments in bonds, stocks and other securities but not in any- 
thing like the proportion in which the investments on mort- 
gage loans were decreased. 

5. All classes of insurance compaoies of other States have 
invested on the average throughout this period of 14 years a 
far greater portion of their available resources in mortgage 
loans than have the Companies in New York State. 

6. The Life Insurance Companies of New York State have 
invested proportionately more in mortgage loans in other 
States in relation to the insurance that they have outstanding 
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in those States than the Insurance Companies in other States 
have invested in mortgage loans in New York State in rela- 
tion to the insurance that the latter have outstanding in the 
State of New York 

7. Some of the Insurance Companies have invested in 
mortgage loans a much smaller proportion of their resources 
than the average shown by all of the Companies combined, 
the investments of the Fire, Casualty, Fidelity, Surety and 
Marine Companies in particular being only a small fraction 
of the general average. 

8. Several Life Insurance Companies have invited a 
greater ratio of their available iresources in stocks than the 
average shown by the Life Insurance Companies as a group. 

9. The low rate of income earned in the years 1919 and 
1920 by some of the Fire, Casualty, Surety, Fidelty and 
Marine Insurance Companies on their investments in bonds, 
stocks and securities other than mortgage loans is due to 
extraordinary losses that were incurred in these years in 
the disposition through sale or otherwise of railroad, public 
utility and industrial and other securities of an apparently 
unstable and speculative investment value. 

10. The Fire, Casualty, Public Liability, Fidelity, Surety 
and Marine Companies, especially in the State of New 
York, have invested as a rule a trifling fraction of their 
resources in mortgage loans and a negligible proportion of 
their invested assets as compared with the Life Insuriuice 
Companies and the banking institutions. 

11. There has been a gradual tendency on the part of 
the Fire, Casualty, Public Liability, Fidelity and Surety 
Companies of New York State to decrease the ratio of their 
investments in mortgage loans until they are almost entirely 
excluded from their assets. This is not true to anything like 
the same extent of like Companies of other States. 

12. The ratio of total resources of the savings banks of 
the State of New York invested in mortgage loans has been 
large and fairly constant. They increased slightly during 
the nine vears from 1906 to 1914; but since then the 
tendency has been to slightly decrease the ratio of these 
investments, the decrease being, however, more than offset 
by the increased ratio of investments in United States securi- 
ties. 
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CONCLUSION NO. 1. 

The ratio of income earned on mortgage loans by all 
classes of both insurance companies and banking instita- 
tions has been greater by approximately one per cent and 
most constant almost invariably than 1ms been the rate at 
income earned on bonds and stocks. 

Summary of Statistics in Support of Conclusion No. 1. — The 
percentages of income to investments in bonds and stocks and in 
mortgage loans, respectively, for the years 1906 and 1919, 
together with the average for the entire period, for the several 
groups of insurance companies and banking institutions, as re- 
flected in the above-mentioned exhibits, are summarized, as 
follows : 



GROUP 


Year 1906* 


Year 1919 


AVKRAOE 
FOUBTEBN 

Years* 
1906 TO 1919 

(Inclusive) 




Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Moti- 

gage 
loans 


Insurance Companies 
Life: 
New York State 


4.27 
4.19 

4.19 
4.55 

3.62 
4.15 

3.74 
4.74 
4.98 


4.56 
5.04 

4.89 
5.03 

0.96 
5.23 

4.57 
5.67 
5.07 


3.90 
3.78 

1.06 
2.99 

3.00 
4.51 

4.23 
5.10 
5.22 


5.06 
5.32 

5.50 

5.42 

4.66 
5.65 

4.79 
5.70 
5.30 


4.24 
4.19 

4.17 
4.21 

4.01 
4.46 

3.87 
4.99 
5.00 


4.97 


Other States 


5.26 


Fire and Marine: 
New York State 


5.11 


Other States 


5.20 


Casualty: 
New York State 


4.74 


Other States 


5.50 


Banking Institutions 
Savings Bankst , 


4.72 


Banks of Deposit and Discount . 
Trust Companies 


5.70 
5.23 







The following tabulation shows in comparative form the per- 
centages of income earned in investments in bonds and stocks and 



* Period of only eleven years covered for Banking Institutions from 1909 to 1919, 
inclusive. 

t Information not available for all of the Savings Banks, but compilation covefs i 
group of five representative banks. 
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in mortgage loans by the more important life insurance companies 
of New York State for the years 1906 and 1919, and the average? 
for the intervening period of fourteen years, as per Exhibit "A", 
Part I, Schedule " B » (page 2) : 



NAME OF COMPANY 


Ybab 1906 


Ybab 1919 


AVBUAQB 

fourtbbn 

Yeabs 

1906 TO 1919 

(Incltjsivb) 




Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Equitable 


3.94 
4.69 
4.67 
4.10 


4.39 
4.83 
4.67 

4.47 


3.76 
6.18 
3.91 
3.06 


4.69 
6.25 
4.90 
6.14 


4.03 
4.42 
4.73 
3.94 


4.72 


Metropolitan 


5.28 


Mutual 


4.79 


New York 


4.96 







The following is a tabulation showing, in comparative form, 
the percentage of income earned on investments in bonds and 
stocks and in mortgage loans by the more important life insurance 
companies of other states for the years 1906 and 1919, and the 
averages for the intervening period of fourteen years, as per 
Exhibit "A'', Part I, Schedule " C '' ( pages 4 and 5) : 



NAME OF COMPANY 


Yf.ar 1906 


Year 1919 


Average 

Fourteen 

Years ^ 

1906 TO 1919 

(Inclusive) 




Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 
stocks 


Mort- 
gage 
loans 


Bonds 

and 
stocks 


Mort- 
gage 
loans 


John Hancock Mutual 


4.09 
4.27 
3.91 
3.78 
4.15 
4.56 
4.58 


6.16 
4.66 
4.96 
4.18 
4.64 
5.14 
4.80 


4.16 
4.31 
4.27 
4.70 
4.30 
2.34 
4.42 


5.78 
5.15 
5.05 
4.99 
5.07 
5.49 
5.18 


4.22 
4.38 
4.21 
4.37 
3.96 
4.15 
4.41 


6.80 


Massachusetts Mutual 


5.02 


Mutual Benefit 


6.01 


New Efijrlanid M"tual 


4.61 


North west^n Mutual 


4.94 


Penn Mutual 


6.38 


Prudential 


6.12 







ssa 
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Fire and Marine Insurance Companies of New YorJc States. — 
Schedule *^D'' of Exhibit "J" gives a comparison in graphic 
form of the rate of income earned on bonds and stocks and <m 
mortgage loans, respectively. The same general conditions are 
disclosed by this graph as those stated in the comments regarding 
Schedules ^^A", '' B " and " C '' of this exhibit but to even a 
greater degree. It shows that although in some instances the 
rate of income earned by the fire and marine insurance companies 
on mortgage loans has been greater than that earned by the life in- 
surance companies, the r^tes have not been constant, indicating 
Ho doubt that the class of mortgage loans in which the fire and 
marine insurance companies have been investing is not as sub- 
stantial or reliable as the mortgage loans of the life insurance 
companies. The line or curve of income earned on bonds and 
stocks reflects the most extraordinary conditions, showing earnings 
as high at 7.46 per cent in 1909, to as low as a loss of .55 per cent 
in 1917. This and similar variations tend to prove that the fire 
and marine insurance companies have invested their funds in 
rather speculative securities entailing at times extraordinary 
losses. This is particularly apparent in the year 1917 when all of 
tiieir earnings on bonds and stocks were greatly exceeded by the 
losses sustained during that year. 

Exhibit "E", Part II, shows that the percentage of income 
earned by the several companies on their investments in bonds and 
stocks was greater in some years than that earned on their invest- 
ments in mortgage loans, viz. : 

Continental Insurance Company — years 1909 to 1912, 1915, 
1916 and 1918. 

Fidelity-Phenix Fire Insurance Company — years 1908 to 
1912, 1914 to 1916, and 1918. 

Globe & Rutgers Fire Insurance Company — years 1911, 1913, 
1915 and 1916. 

Great American Insurance Company — years 1906, 1907, 1910, 
1912, 1913, 1916 and 1917. 

Home (Fire) Insurance Company — year 1906. 

Below is a tabulation showing in comparative form the per- 
centages of income earned on investments in bonds and stocks 
and in mortgage loans by the more important fire and marine 
insurance companies of New York State for the years 1906 and 
1919, and the averages for the intervening period of fourteea 
years, as per Exhibit "A'', Part I, Schedule "D": 
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NAME OF COMPANY 


Year 1906 


Year 1919 


AVBRAGE 

Fourteen 

Years 

1906 TO 1919 

(Inclusive) 




Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 
stocks 


Mort- 
gage 
loans 


Continental 


3.73 
3.62 
4.80 
4.34 
3.30 


4.74 
4.70 
4.78 
4.30 
4.25 


4.42 

1.28* 

0.41* 

0.51* 

4.12 


5.01 
6.72 
5.39 
5.27 
4.95 


5.31 
3.64 
4.04 
3.67 
3.89 


2.90 


Globe and Rutgers 


5.68 


fifeat American 


5.53 


Home 


5.34 


Queen 


4.72 







*L088. 

Fire and Marine Insurance Companies of Other States. — 
Herennder is a tabulation showing, in comparative form, the per- 
centages of income earned on investments in bonds and stocks and 
in mortgage loans by the more important fire and marine insur- 
ance companies of other States for the years 1906 and 1919 and 
the averages for the intervening period of fourteen years, as per 
Exhibit ^^A'', Part I, Schedule " E '^ 



NAME OF COMPANY 


Ybar 1906 


Year 1919] 


AvBBAfiB 
FOUBTBBN 

Years 
1906 T011919 

(Inclusive) 


• 


Bondfl 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 
stocks 


Mort- 
gagef 
loans 


Bonds 

andl 

stocks 


Mort- 
gage 
loans 


Hartford 


4.71 

4.76 
4.44 
4.66 
4.15 


5.01 

4.74 
5.55 
5.88 
4.95 


1.25 

3.11 
3.71 
2.99 
0.74* 


4.95 

4.44 
5.61 
4.94 
5.56 


3.97 

4.61 
4.18 
5,50 
4.19 


5.02 


Insuranee Company of North 
ATnerica 


• 

5.0f 


National Fire 


5. 


Phomix (Conn.) 


5ai 


St. Paul 


5.4 






*Loss. 
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Casualty Insurance Companies of New York State. — Below is 
I tabulation showing, in comparative form, tlie percentages of in- 
some earned on investments in bonds and stocks and in mortgage 
^oans by some of the important casualty insurance companies of 
{Tew York State for the years 1906 and 1919, and the average 
for the intervening period of fourteen years. The American 
Surety Company is not included in this tabulation because it 
ippears that the investments of that company in mortgage loans 
extended only from 1909 to 1915, inclusive. The Fidelity and 
Oasualty Company was not included because that company ap- 
parently had no investments in mortgage loans during the period 
from 1906 to 1919. The percentages shown in the tabulation are 
to be found in Exhibit "A'', Part I, Schedule ^^F": 



NAME OF COMPAQ Y 


Yeab1906 


Year 1919 


AVERAGS 

fouktbbn 

Years 
1906 TO 1919 

(Inclusive) 




Bonds 

and 
stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


flational Surety Co 


2.96 
3.27 

3.72 
3.82 


6.11 


0.05* 
4.34 

4.45 
4.48 


6.58 
3.92 

5.54 
4.44 


3.54 
3.62 

3.97 
4.04 


3.12 


t^ew Amsterdam Casualty Co. (a) 

referred Accident Insurance Co 

(b) 


5.25 
6.22 


tJnited States Casualty Co. (c) . . . 


4.87 



*Loss. 

(a) Company had no Investment in mortgage loans in 1906, 1907 and 1908. 

(b) Company hat no investment in mortgage loans from 1906 to 1910, inclusive. 

(c) Company had no investment in mortgage loans in 1906. 

Following is a tabulation showing, in comparative form, the 
percentages of income earned on investments in bonds and stocks 
and in mortgage loans by the more important casualty insurance 
companies of other states for the years 1906 and 1919 and the 
averages for the intervening period of fourteen years, as per 
Exhibit "A ", Part I, Schedule " G " : 
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NAME OF COMPANY 


YBAB1906 


Yeab 1919 


AVBRAQB 

foubtbbn 

Yeabs 
1906 TO 1919 
(Inclusivb ) 




Bonds 

and 
stocks 


Mort- 
gage 
loans 


Bonds 

and 
stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Aetna Casualty and Surety Co.*. 
Aetna Life (Casualty Depart- 
ment) t 


4.91 

7.98 
5.63 

4.83 
4.31 
2.63 


4.31 

9.64 
5.25 

5.16 
6.60 
4.92 


4.25 

4.46 
3.26 

4.40 

4.77 
4.68 


6.61 

5.02 
6.21 

5.27 
6.47 
6.15 


4.68 

5.92 
4.12 

4.61 
4.39 
4.05 


5.89 
5.29 


Continental Casualty Co 


5.30 


Hartford Steam Boiler Inspection 
ftnH Tn^irance Co ^ . . . 


6.19 


Standard Accident 


6.51 


U. S. Fidelity and Guaranty Co . . 


6.16 



* Beginning with year 1907. 
t Beginning with year 1908. 



The schedules relating to the investment of savings banks in- 
clude an analysis of the investments of all the savings banks in 
the State of New York. They show that upwards of 49 per cent 
of the average deposits of all the banks in the State of New York 
are invested in bonded mortgage on real estate within the State. 
Some of the larger and more prosperous of the banks show an in- 
vestment of upwards of 60 per cent of the total deposits in 
mortgage loans whilst others show very much below the average. 

In this connection and as bearing upon the safety and desir- 
ability of this form of investment, attention is directed to the fact 
:hat of the $1,150,000,000 of assets of the Metropolitan Life 
[nsTirance Company, upwards of $454,000,000 are now invested 
In mortgage loans on real estate being over 40 per cent of the 
total assets. 

Savings Banks, — During the period indicated the average 
rate of income earned by these companies on mortgage loans was 
4.72 per cent while the return on bonds and stocks was 3.87 per 
eent. The highest return on mortgage loans appears to have been 
earned in the year 1918 when the rate was 4.80 per cent and the 
lowest in 1909 when the rate was 4.57 per cent. On bonds and 
stocks the highest income, 4.23 per cent, appears to have been 
earned in 1919 and the lowest, 3.73 per cent in 1910. For all 
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of the years and for all companies embraced in these statistics, 
the rate of return on bonds and stocks was lower than the return 
on mortgage loans. 

Following is a tabulation showing, in. comparative form, the 
percentage of income earned on investments in bonds and stocks 
and in mortgage loans by the more important savings banks for 
the years 1909 and 1919 and the averages for the intervening 
period of 11 years as per Exhibit " K," Part IV, Schedules ''B:' 
" C,'' and " D " : 



^= ■■ 

NAME OF C50MPANY 


Ybab1909 


Ybae 1919 


Average 

Eleven 

Years 

1909 TO 1919 

(IircLuaivE) 




Bonds 

and 
stocks 


Mort- 
gage 
loans 


Bonds 

and 
stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bowerv 


3.76 
3.56 
4.22 
3.29 
3.83 


4.06 
4.79 
4.56 
4.66 
5.17 


4.40 
4.13 
4.43 
3.61 
4.26 


4.25 
4.92 
5.01 
4.84 
5.03 


3.85 
3.74 
4.21 
3.44 
3.96 


4.30 


CentoiJ 


4.83 


^'"niirrftnt TnHii|jf.ri^.l .,.,,,,,, 


4.75 


Sesmen's 


4.67 


WiHiftHfiflburfif -,...,.... t - 


5.06 







Banks of Deposit and Discount — In Schedule " B/' Part I 
of Exhibit " E '' is shown a comparison of the ratios of income 
on investments of banks of deposit and discount, doing business 
in the State of New York, in bonds and stocks and in mortgage 
loans, respectively, for the years 1909 to 1919, inclusive. 

It seems that^ at all times during that period, the income earned 
on mortgage loans was greater than that earned on bonds and 
stocks. The highest return on mortgage loans was earned in 
the year 1915 when the rate was 5.84 per cent and on bonds and 
stocks in 1919 when the rate was 5.10 per cent almost equalling 
the rate earned on mortgage loans for that year. The lowest 
return earned on mortgage loans appears to have been in the year 
1909, when the rate was 5.67 per cent and on bonds and stocks 
in the year 1909 when 4.74 per cent was earned. 

The percentages of income earned on investments in bonds and 
stocks and in mortgage loans by several of the important banks^ of 
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deposit and discount far tlae years 19(>9 and 1919 aroe showm below 
in comparative form: 



NAME OF BANK 



»-JJ-L. 



I ii I 



Com Exchange Bank, New York 

Mechanics Bank, Brooklyn 

Liberty Bank of Buffalo 



Yeab1909 



Bonds 
and 

stocks 



5.27 
4.50 
4.70 



Mort- 
gage 
loans 



5.27 
5.00 
5.00 



' t •! 



Yeab 1919 



Bonds 

and 

stocks 



4.84 
5.25 
4.98 



Mort- 
gage 
loans 



5.15 
5.75 
5.94 



Trust Companies. — Kecurring to Part I, Exhibit " E," Sched- 
ule " C " thereof it will be noted that the rate of return earned 
by the trust companies on investments in mortgage loans, was 
greater at all times than the return on bonds and stocks although 
in the year 1919 the rate earned on mortgage loans was not 
naucli in excess of the rate earned on bonds and stocks. The 
highest rate earned on mortgage loans was in the years W15 and 
1918 when the rate was 5.31 per cent and on bonds and stocks 
in the year 1919 when the rate was 5.22 per cent. The lowest 
return on mortgage loans was 5.07 per cent, in the year 1909 
and 4.79 per cent on bonds and stocks in the year 1914. 

Because of insufficient information it is impossible to present a 
tabulation, in comparative form, showing the income earned on 
investments by the more important trust companies for the years 
1909 and 1919. 



GON0LU8IOK NO. 2. 

Notwithstanding the greater earning power, stability and 
safety of mortgage loans as investmefnts, the insurance com- 
panies and the banking institutioats, with the exception of 
the savings banks, have invested, generally, the greatetr 
portion of their resources in bonds and stocks. 

Summitry of SfatisUcs vn Support of Conclusion No. 2. — This 
conclusion is Substantiated by the facts sumcmarized in Exhibits 
'' B,'' " C," " D,'' " F,'' " H," " I '' and " K." 

The ratios of investments in bonds and ctoeks and in mortgage 
loans to the total resources of the insurance companies and the 
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banking institutions, respectively, together with the averages for 
the entire period, as reflected particularly by Exhibits " C " and 
" D ^' are summarized below : 



GROUP 


Year 1906 


Year 1919 


Average 
Fourteen 

Yeara 
1906 TO 1919 
(Inclusive) 




Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Insurance Companies 
Life: 
New York State 


57.75 
39.60 

74.89 
61.77 

67.18 
70.74 

44.77 

5.82 
22.87 


20.44 
38.80 

3.09 
10.51 

0.47 
7.22 

46.97 
1.21 
6.80 


59.60 
44.01 

78.48 
70.50 

71.17 

68.16 

• 

44.01 
18.85 
23.25 


21.50 
37.31 

1.52 
5.60 

0.42 
5.04 

47.62 
1.08 
2.90 


DO. 46 
38.15 

77.39 
69.76 

69.77 
64.06 

41.01 
13.49 
23.62 


23.26 


Other States 


40.57 


Fire and Marine: 
New York State 


. 2.69 


Other States 


8.30 


Casualty: 
New York State 


1.13 


Other States 


8.30 


Banking Institutions 
Savinsfs Bankg ,-,,,..., r .... , 


50.29 


Banks of deposit and disooimt 

Trust companies 


1.39 
4.43 







With few exceptions, the percentages for the intermediate yeara 
HOC shown ill tiie foregoing tabulation, but incoiporated in the 
several Exhibits, appear to be fairly consistent. It is patent 
from a perusal of the figures, however, that while the investments 
of the life insurance companies and the savings banks have been 
fairly uniform and constant during the period, the fire and 
marine and the casuitlty insurance companies and the trust com- 
panies have reduced gradually the proportion of their available 
resources invested in mortgage loans and at the same time have 
increased the proportion invested in bonds and stocks. 

Insurance Companies. — The investments in bonds and stocks 
and in mortgage loans of the companies included* in the compil- 
ation of Exhibit "B^^ at the dose of the years stated, were in 
^e following proportions: 
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r 


Year 1906 


Year 1912 


Year 1919 


GROUP 


1 

Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Life Insubance Companies 
New York State 


70.71 
55.82 
65.60 

94.53 
79.25 
86.55 

99.02 
12.79 
81.14 

66.97 


29.29 
44.18 
34.40 

5.47 
20.75 
13.45 

0.98 
87.21 
18.86 

33.03 


68.72 
58.37 
64.80 

95.30 
86.44 
90.53 

96.21 
74.11 
81.31 

67.13 


31.28 
41.63 
35.20 

4.70 

13.56 

9.47 

3.79 
25.89 
10.69 

32.87 


73.76 
63.46 
69.27 

96.98 
91.05 
93.76 

98.91 
82.00 
94.13 

72.05 


26.24 


Other States 


36.54 


Combined 


30.73 


FiBE AND MaBINE INSURANCE 
COMPAITIBS 

New York State 


3.02 


Other States 


8.95 


Combined 


6.24 


Casualty Insurance Com- 

CoifPAlTIES 

New York State 


1.09 


Other States 


18.00 


Combined 


5.87 


• 

All Coin* antes • • . t . 


27.95 







From the foregoing it is obvious that a gradual decrease in 
the aggregate of funds invested in mortgage loans and a corre- 
sponding increase of investments in bonds and stocks has taken 
place between the years 1906 and 1919 (both inclusive). This 
applies particularly to the casualty insurance companies. It 
should not be overlooked, however, that as reflected in Exhibit 
" B '' the investments in stocks have shown a tendency to de- 
crease from 7.79 per cent to 4r per cent and that the investments 
in bonds have increased from 59.18 per cent to 68.05 per cent 
during the period stated, the increase being attributable, as ex- 
plained in the comments relative to Conclusion No. 4 to invest- 
ments in United States Government Bonds, which increased from 
.25 per cent in 1906 to 16.51 per cent in 1919 for all of the 
companies combined. 

A study of the ratios for the fourteen years covered by the 
statistics as shown in Schedule *^A," Part I of Exhibit " K," in 
conjunction with the ratios shown in Exhibits " C *' and " S," 
shows that all classes of insurance companies have increased their 
investments in United States Government Bonds and with the 
exception of the fire and marine insurance companiee of New 
York State have decreased their investments in other bonds and 
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stocks while their investments in mortgage loans have remained 
practically stationary during the period stated. 

For convenience, a comparison of the relative investments aa 
at December 31, 1906 and 1919 has been prepared and is sub- 
mitted below: 



INVESTMENTS BY GROUPS 
OF COMPANIES 


Dec. 31, 
1906 


Dee. 31, 

1919 


Tnoreaee 
or decrease 


Life Insubance Companies of New Yobk State 
Real estate 


6.67 

20.44 

.10 

51.28 

6.37 

1.59 

2.19 

11.36 


2.46 
21.50 
11.27 
46.92 

1.41 
.02 

1.32 
15.10 


♦4 21 


Mortera&ie loans 


1.06 


United States bonds 


11 17 


A-fl other bonds 


♦4,36 


Stocks 


♦4.96 


Collateral loans 


*1.57 


Cash : 


*.87 


Other assets 


3 74 






Total 


100.00 


100.00 








Life Insura^nce Companies of Other States 
Real estate 


4.54 

38.80 

.08 

37.55 

1.97 

2.18 

2.65 

12.33 


1.90 

37.31 

11.75 

31.51 

.74 

.52 

I.IS 

15.09 


♦2.64 


Mortflfaflfe loans 


*1.49 


United States bonds 


11.67 


All other bonds 


♦6.04 


Stocks 


♦1.23 


Collateral loans 


♦1.66 


Cash 


♦US7 


Other assets 


2.76 






Total 


100.00 


100.06 








Fire and Marine Insttrance Companies 
OF New York State 


6.62 

3.09 

2.10 

29.25 

48.54 

.53 

6.04 

8.83 


1.70 

1.52 

15.05 

30.87 

32.56 

.18 

8.16 

9.96 


♦4-92 


Mortfifafie loans 


♦1.57 


United States Bonds . . ^ 


12.95 


All other bonds 


1 62 


Stocks 


^0.18 


OolVateral loanfl , . . , ^ r . , . , . . 


♦.35 


Cash 


2 12 


Other assets 


1.13 






Total 


100.00 


100.00 








Fire and Marine Insurance Companies 
Real estate 


4.41 

10.51 

.42 

49.42 

14.93 

1.38 

7.94 

10.99 


2.10 

5.60 

18.80 

41.26 

10.44 

.28 

SM 

12.56 


*2 31 




♦4 91 


United States bonds 


18 38 


AU other bonds 


♦8.16 


Stocks 


♦4.49 




*1 10 


Ca^ 


1.02 


Other Assets 


1.57 






Total 


100,00 


100.00 









Decrease 
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INVESTMENTS BY GROUPS OF 
COMPAMUfiS 


Dee. 31, 
1906 


Dee. 31, 
1919 


Increase 
or decrease 


Casualty Insurance Companies of New 

Yore State 

Beal estate 


16.99 

.47 

4.64 

42.61 

19.93 

.70 

6.64 

8.12 


5.47 

.42 

27.02 

32.83 

11.32 

.03 

8.84 

14.07 


♦11.52 


MoftffajTe Ioahs 


♦.05 


United States bonds 


22.38 


All oUsar boeds 


♦9.78 


Stocks 


♦8.61 


OAllat^rftl loans 


♦.67 


Oftflh 


2.30 


Other assets 


5.95 






Total 


100.00 


100.00 








Casualty Insurance Companies op Other 

Staiss 
Real estate 


5.31 

7.-22 

1.34 

57.03 

12.37 

.60 

7.96 

8.17 


2.50 

5.04 

25.28 

36.70 

7.ia 

8.87 
14.47 


♦2.81 


l^^rtirasre 1oat)« 


♦2.18 


United States bonds 


23.94 


AH other bonds x . . 


♦21.33 


9ifo^^ , 


♦5.19 


Collateral loans 


.36 


Cash 


.91 


^^^fmvC» Cl^ff^^^vB ••■••••■■•••••••••«■•■••••••■•••■ 


6.30 






Total 


100.00 


100.00 


' 







Decrease 



While the above tabulatioii indicates tkat the companies have 
increased in the aggregate their investments in United State* 
BoiuIb^ the detailed scheduiles of Fart I of Exhibit ^^K'^ show 
that certain of the companies have increased, as a matter of f iact, 
their relative investments in sto<is. Such of the companies as 
ha^TO increased their inveetoiente in stocks during the period 
covered are the following : 
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NAME OF COMPANY 


Year 
1906 


Year 
1919 


Increase 


FiBB AND Marine Insuranob Companibs 

New Yobk Statb 

Glens Falls 


11.79 

35.76 

5.67 

19.66 


20.38 
36.59 
66.18 
63.15 


8.59 


Hanover Fire ......... t ,,,,-...,.--,., 


.83 


NortMRiver 


60.51 


United States Fire 


43.49 






Fire and Marine Insurance Companies 

OF Other States 

Anierican .................. r t t ... ^ r .. ^ « - - ^ r - t 


12.86 
.36 

10.82 
6.77 
2.79 
1.81 


27.77 
6.83 

11.60 
9.79 
4.12 
4.90 


14.91 


Franklin 


6.47 


Hartford 


.78 


Tnmirftiice COt of North Amerioa ^ 


3.02 


Milwaukee Meehanics ,.,.......- 1 .,, t x 


1.33 


Pennsvlvania 


3.09 






Casualty Insurance Companies of 
American Credit Indemnity. 




13.84 

8.51 

18.63 

18.29 


13.84 






8.51 


National Suretv. ................ r .... r .. r .. . 


16.52 
6.95 


2.11 




11.34 






Casualty Insurance Companies of Other 

States 
Fidelity and Deposit 


17.35 


28.38 
3.63 


11.03 


North American Aooident t ..... . 


3.63 









In connection with the above it should be noted, however, that 
not one of the companies listed appears to have reduced its in- 
vestments in United States Government Bonds during the period, 
which is true also of all other companies included in Exhibit 

Banking Institutions, — In the case of savings banks, shown 
on Schediile " B " of Exhibit " D," it appears that the ratio of 
their total resources invested in mortgage loans has been fairly 
constant during the fourteen years from 1906 to 1919, rising 
slightly during that period from 46.9 per cent to 47.8 per cent 
The investments of savings banks in bonds and stocks have re- 
mained practically stationary during the same period, i. e., 44.8 
per cent in 1906 and 44.2 per cent in 1919. 

Schedule " C *' of the same Exhibit shows the division of the 
investments of the State banks of New York (banks of deposit 
and discount) for the same period. The investments in mortgage 
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loans during the period appear to have been trifling, but fairly 
constant. Increases are noted in the ratios of total assets invested 
in bonds and stocks of a public character and in bonds and stocks 
of private corporations — on the former from .79 per cent in 
1908 to 12.01 per cent in 1919, and on the latter from 6.50 per 
cent in 1908 to 6.84 per cent in 1919. 

In the ca^e of trust companies, shown in Schedule " D '' of 
Exhibit "D," it appears that the proportion of their total re- 
sources invested in mortgage loans decreased from 6.8 per cent 
in 1906 to 2.9 per cent in 1919. The investments in bonds and 
stocks of a public character were increased from 5 per cent in 
1908 to 12.9 per cent in 1919, while their investments in bonds 
and stocks of private corporations were decreased from 20.6 per 
cent in 1908 to 10.4 per cent in 1919. 

In Exhibit " F " there is summarized information of a mis- 
cellaneous character relative to the savings banks of New York 
State prepared from data submitted by the New York State 
Banking Department. Schedule "A" of that exhibit indicates 
that in every instance the percentage of income earned on invest- 
ments in mortgage loans is greater than that earned on bonds and 
stocks, the rate of income earned by all of the savings banks 
combined on their aggregate investments in mortgage loans ex- 
ceeding that earned on bonds and stocks by over 1 per cent. 

Kef erence to Schedule " B ^' of Exhibit " F '' shows the aggre- 
gate amount of funds invested by the savings banks of New York 
State during the period from June 1, 1917 to July 1, 1920 in 
certain classes of investments. The funds of all banks combined 
have been invested during this period in the following propor- 
tions : 



CLASSES OF INVESTMENTS 



United States government bonds 

Railroad bonds 

State, city and other bonds 

Call loans 

Bankers' Acceptances 

Mortgage Loans 

Total 



Amount 



$499,d8S,325 
36,130,652 
48,807,016 
22,365,277 
34,997,136 
265,970,048 



$908,258,454 



Per cent. 



55.05 
3.98 
5.37 
2.46 
3.86 

29.28 



100.00 
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OONOLUaiON MO. 3. 

There has been a general tendency on the part of both the 
Life iBBorance Oanqnumeft and the banikixigr institutioxiB, in 
the years from 1915i to 1919 to decrease the proportioa of 
their resources invested in mortfisage loans and ta correspond- 
ingly increase their investments in bonds and stocks. 

Summary of Statistics in Support of Conelusian No, 3. — The 
data substantiating this conclusion in respect to the insurance 
companies and banking institutions are summarized, respectively 
in Exhibits " C ^^ and " D '^ : The figures are also presetted in 
graphic form in Exhibits " H '' and " L" 

A comparison of the percentages of investments im mortgage 
loans and in bonds and stocks to the total resources of the several 
classes of insurance companies and banking institutions, as 
reflected in Exhibits " C " and " D " at December 31, 1914 and 
1919, respectively, is set forth below: 



GROUP 


Decembbr 31, 
1914 


Deosmbcr 31, 
1919 


iNCaBAEBK OH 

Decebase 


Mort- 
gage 
loans 


Bonds 

and 

stocks 


Mort- 
gage 
loans 


Bonds 
aad 

stocks 


Mort- 
gage 
loans 


Bonds 

and 
stocks 


Insurance Companies 
Life: 
New York State 


25.14 
42.28 

2.57 

o.o9 

1.65 
10.51 

53.20 
1.69 
5.90 


52.48 
34.26 

78.15 
71.02 

68.28 
59.83 

37.70 
13.27 
25.20 


21.50 
37.31 

1.52 
5.60 

0.42 
5.04 

47.80 
1.08 
2.90 


59.60 
44.00 

78.48 
70.60 

71.17 
68.16 

44.20 
18.85 
23.30 


♦3.64 
♦4.97 

*1.05 
*3.29 

♦1.23 
*5.47 

♦5.40 
♦0.61 
♦3.00 


7 12 


Other states 


9.74 


Fire and Marine: 
New York State 


0.33 


Other states 


0.52 


Casualty: 
New York State: 


2.89 


Other states 


8.33 


Bankinq Institutoons 
Sa vines banks 


6.50 


Banks of deposit and discount .... 
Trust companies 


5.58 
♦1.90 








* Decrease. 















The forgoing table indicates that in every instance the insur- 
ance companies and the banking institutions have decreased the 
proportion of their investments in mortgage loans and with the 
exception of the fire and marine insurance companies of other 
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states and that the trust companies all have increased the pro- 
portion of their investments in bonds and stocks during the 
period shown. 

CONCLUSION NO. 4. 

The increase in the ratio of investments of instcrance com- 
panies in United States Bonds during the period of tht war, 
when these investments were necessary, were apparently 
made largely at the expense of their investments in mort- 
gage loans, but in exceptional instances there was simul- 
taneously a decrease in the investments in other boaidB ajid 
stocks. 

Summary of Statistics in Support of Conclusion No, 4. — The 
data presented in Exhibit " S " in conjunction with that shown 
in Exhibits " " and " K " support this conclusion. 

A comparison of the relative investments of insurance com- 
panies as at December 31, 1914 and 1919 as reflected by the 
Exhibits mentioned, has been prepared and is submitted below : 



INVESTMENT BY GilOUPS OF 
COIVIPANIMS 


December 
31, 1914 


December 
31, 1919 


Increase 

or 
decrease 


Tjfe Insxjbancb Companies of New 
York State 
Heal eetato 


a. 39 
25.14 


2.46 
21.50 
11.27 
46.92 

1.41 
.02 

1.32 
15.10 


93* 


M<>rt4riMrft Ioadr 


3 64* 


United States bonds 


11 27 


AD other bonds 


50.46 

2.02 

.01 

1.36 

17.62 


3 54* 


Stocks 


.61* 


^TlfttfsrAl loftufl 


01 


Cash 


04* 


Other assets 


2 52* 






Total 


100.00 


100.00 








Life Insxjbancb Companies of Other States 
Real *«?tatfe 


3.06 

42. 2S 

.06 

32.49 

1.71 

.65 

2.30 

17.45 


1.90 
37.31 
11.75 
31.51 

.74 

.52 

1.18 

15.09 


1.16* 


MortfTftfl'e lonns 


4 97* 


United Statf s bonds 


11 69 


A.U ol^er bond^ 


98* 


Stocks 


97* 


CoHftteral loans 


13* 


^ash ..... 


1 12* 


Other assets 


2 36* 






Total 


100.00 


100.00 









* Decrease. 
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INVESTMENT BY GROUPS OF 
COMPANIES 


December 
31, 1914 


December 
31, 1919 


Incresse 

or 
decrease 


FiRB AND Marine Insurance Companies 

OF New York State 

Real estate 


3.93 

2.57 

.5(> 

38.44 

39.15 

.19 

7.19 

7.97 


1.70 

1.52 

15.05 

30,87 

32.56 

.18 

8.16 

9.96 


2.23* 


MortffAire loans 


1.05* 


United States bonds 


14.49 


All other bonds 


7.57* 


Stocks 


6.59* 


Collfttpral loans 


.01* 


Cash 


.97 


Other assets 


1.99 






Total. 


100.00 


100.00 








Fire and Marine Insurance Companies 
OP Other States 
Real estate 


3.16 

8.89 

.17 

55.44 

15.41 

.52 

6.54 

9.87 


2.10 

5.60 

18.80 

41.26 

10.44 

.28 

8.96 

12.56 


1.06* 


Mortsfaite loans 


3.29* 


United States bonds 


18.63 


All other bonds 


14.18* 


Stocks 


4.97* 


Collatwal loans 


.24* 




2.42 


Other assets 


2.69 






Total 


K)0.00 


100.00 








Casualtt Insurance Companies of 
New York State 
Real estate 


9.67 

1.65 

1.35 

45.10 

21.83 

.12 

7.97 

12.31 


5.47 

.42 

27.02 

32.83 

11.32 

.03 

8.84 

14.07 


4.20* 




1.23* 


United States bonds 


25.67 


All other bonds 


12.27* 


Stocks 


10.51* 




.09* 


Cash 


.87 




1.76 






Total 


100.00 


100.00 








Casualty Insurance Companies of Other 

States 
Real estate 


5.22 

10.51 

.61 

46.93 

12.29 

1.99 

9.18 

13.27 


2.50 

5.04 
25.28 
35.70 

7.18 
.96 

8.87 
14.47 


2.72* 


Mortfiraspe loans 


5.47* 


United States bonds 


24.67 


All other bonds , . 


11.23* 


Stocks 


5.11* 




1.03* 


Cash 


.31* 


Other assets 


1.20 






Total 


100.00 


100.00 









* Decrease. 
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The foregoing table indicates that the increase in the invest- 
ments of the insurance companies in United States Bonds during 
the five years ended December 31, 1919, resulted in a reduction 
of their investments in mortgage loans. 

Between the close of the years 1914 and 1919 as shown by 
Exhibit " S " the investments of the life insurance companies of 
New York State in United States Government Securities in rela- 
tion to the total invested assets increased 13.28 per cent offset by 
a relative decrease in other investments, as follows: 

Per cent 

Bonds and stocks (not including United States bonds) 6.76 

Mortgage loans 5. 17 

Real estate 1.24 

Cash 11 

Total 13. 2S 



CONCLUSION NO. 5. 

The insurance companies of other states of all classes, have 
invested, on the average, a far greater portion of their avail- 
able refionrces in mortgage loans than have the companies of 
New York State. 

Summary of Statistics in Support of Conclusion No. 5. — The 
facts in support of this conclusion are sho'wn in Exhibit " W ". 
The statistics comprised in this Exhibit show that while the life 
insurance companies of other states have invested 50.4 per cent 
of their resources in mortgage loans and 2.83 per cent in United 
States Bonds, the life insurance companies of New York State 
have invested only 29.04 per cent in mortgage loans and 2.4 per 
cent in United States Bonds. 

With reference to the fire and marine insurance companies 
those of other states have invested 9.4 per cent in mortgage loans 
as compared with 3.01 per cent invested by the companies of New 
York State. The casualty insurance companies of other states 
have invested 10.08 per cent in mortgage loans in contrast to 
1.42 per cent invested by the casualty insurance companies of 
New York State. 
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CONiCLnSION MO. 6. 

Tbe life insurance companies of N«w York State have 
invested proportionately more in mottgage loans in otii^ 
states, in relation to the insurance that they havo otttetandL- 
iag in those states than the insurance companies of other 
states have invested in mortgage loans in New York State 
in relation to the insurance that the latter have outstanding 
in the State of New York. 

Summary of Statistics in Support of Conclusion No. 6. — This 
important conclusion is supported by Exhibit " M ''. 

From a study of this exhibit it would appear that while the life 
Insurance Companies of !tfew York State have invested in mort- 
gage loans in other States to the extent of 1.68 per cent of the 
total insurance that these companies have outstanding in other 
States, the life insurance companies of other States have invested 
in mortgage loans in New York State only to the extent of .86 per 
cent of the insurance outstanding in New York State, or prac- 
tically one-half the proportion shown by the New York State 
companies. Concerning this comparison, however, the fact should 
not be overlooked that the life insurance companies of other States 
have invested relatively less in mortgage loans in their own States 
other than New York than the life insurance companies of New 
York State have invested in New York, the percentages being 7.75 
and 18.92 respectively. 

With the foregoing in mind it is only fair to suggest that the 
life insurance companies of other States should be required to in- 
vest in mortgage loans in New York State to an amount at least 
equivalent to the proportion of the investments of the New York 
State companies in mortgage loans of other States, in relation 
to the insurance outstanding therein. 

In the compilation of the statistics presented in Exhibit ^' M ", 
all of the life insurance companies doing busings in the State of 
New York were taken into consideration. 

At December 31, 1919, these statistics reveal that the life insur- 
ance companies of other States had outstanding $2,884,216,000 
of insurance in New York State and the total invested by these 
companies in mortgage loans in New York State was $24,789,000. 
From a scrutiny of Schedule "B^' of Exhibit ''M" it will be 
noted that only eleven of the companies out of the twenty-three 
had invested their funds in mortgage loans in New York State 
at the end of the year 1919 while ten of the fourteen life insurance 
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companies of New York State liad invested in mortgage loans in 
other States. Of the four New York State companies that had 
no investments in mortgage loans in other States two are com- 
paratively small and had, as a matter of fact, no investment in 
mortgage loans even in New York State. Excepting the two 
small companies referred to, the Farmers and Traders Life Insur- 
ance Company and the J^^iagara Life Insurance Company are 
the only life insurance companies of New York St-ate that do not 
appear to have had investments in mortgage loans in other States 
at the close of the year 1919. 

The amount invested by the life insurance companies of other 
States in mortgage loans in New York State, with practically no 
exception, is negligible in proportion to the amount of their cor- 
responding investments in other States, presumably their home 
States. If the percentage of the investment which the New York 
State companies have in mortgage loans in other States in rela- 
tion to tte insurance outstanding in other States at December 31, 
1919, i. e., 1.68 per cent is applied to the insurance which the 
companies of other States have outstanding in New York State, 
the result would be $48,455,000. This indicates the approximate 
sum that the life insurance companies of other States might be 
required to invest in mortgage loans in New York State and 
exceeds by $23,666,000 the investment of those companies at the 
date stated. 

CONCLUSION NO. 7. 

Some insurance companies have invested in mortgage 
loans a smaller proportion of their resources than the 
average shown by all of the companies combined ; the invest- 
mients of some of the fire and marine and the casualty com- 
pranies in particular, being considerably less than the average. 

Summary of Statistics in Support of Conclusion No. 7. — There 
is submitted below a list of the insurance companies that have 
invested less than the average in mortgage loans, eliminating, 
however, such companies as have no investment whatever in mort- 
gage loans and may be acting in accordance with their individual 
charters. It will be noted that the companies are shown in the 
order of the ratios of their investment in mortgage loans, begin- 
ning with the company having the lowest ratio : 
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LIFE INSURANCE COMPANIES 



Other States 
(Average Ratio All Companies 

Union Mutual 

Columbian National 

New England Mutual 

Provident Life and Trust . . 

Prudential 

Berkshire 

State Mutual 

Massachusetts Mutual 

Travelers 

Fidelity Mutual 

Penn Mutual 



FIRE AND MARINE INSURANCE COMPANIES 



New York State 
(Average Ratio All Companies .2151) 

Postal 0957 

Mutual 1510 

New York 1663 

Equitable 1711 

Niagara 1733 

Home 1894 



.3731) 
.0397 
.1202 
.1707 
. 2233 
.2237 
.2487 
.3103 
.3265 
.3579 
.3623 
.3696 



New York State 
(Average Ratio All Compainies .0152) 

Home 0001 

Great American 0007 

Continental 0031 

Queen 0035 

Fidelity-Phenix 0051 

Globe and Rutgers 0081 

Westchester w 0102 



Other States 
(Average Ratio All Companies 

Franklin 

New Hampshire 

Pennsylvania 

Federal 

Ins. Co. of North America . . 

Phoenix 

Hartford Fire 

Boston 

National Union 

Automobile Insurance Co . . . 
Connecticut Fire 



. 0560) 
.0007 
.0007 
.0023 
.0044 
.0048 
.0053 
.0092 
.0196 
.0400 
.0402 
.0431 



CASUALTY INSURANCE COMPANIES 

New York State Other States 

(Average Ratio All Companies .0043) (Averaee Ratio All Companies .0504^ 

National Surety 0032 Massachusetts Bonding and 

Insurance 0007 

Fidelity and Deposit 0008 

United States Fidelity and 

Guaranty 0018 

Manufacturers Liability 0068 

Hartford Accident and In- 
demnity 0199 

Standard Accident 0303 



The foregoing tabulation is instructive to the extent that it is 
indicative of the possible divergence in the investment policy of 
each group of insurance companies. It indicates also that the ratio 
of investments of the fire and marine and the casualty insurance 
companies in mortgage loans at December 31, 1919, was con- 
siderably less than the ratio of investments of the life insurance 
companies. By reference to Schedule ^^C" of Exhibit "C it 
will be observed that the investments in mortgage loans of the 
casualty insurance companies of New York State is practically 
negligible, being .43 per cent or slightly under one-half of one 
per cent. 
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CONCLUSION NO. 8. 

Several life insurance companies have invested a greater 
ratio of their available resources in stocks than the average 
shown by the life insurance companies as a group. 

Summary of Statistics in Support of Conclusion No. 8. — 
Reference is made to Exhibit " P '' for the facts bearing out this 
conclusion. 

Schedule "A'' of this exhibit summarizes the grand totals of 
the stock investments as of December 31, 1919, of all the life 
insurance companies doing business in the State of New York 
and shows for each company the ratios of the book, par and 
market values and the cost to the total admitted assets. The 
average ratios for all of the companies of New York State and 
those of other states, together with the two groups combined, are 
also shown. It should be pointed out, however, that, for the pui^ 
pose of computing the average ratios, the admitted assets of such 
companies as had no investments in stocks are not included in the 
grand total of admitted assets. Of the 37 eompanies included in 
the compilation 9 are carrying stock investments in excess of 2 
per cent of their total admitted assets, compared with the average 
for all companies of 1.31 per cent and 1.38 per cent on book 
value and cost, respectively. 

The companies are: 



NAME OF COMPANY 


State 
in which 
organized 


Per cent 

of 
book value 


Per cent 

of 

cost 


Union Mutual Life Insurance Co 


Maine 

Connecticut. . . 
Connecticut. . . 
New York .... 

New York 

New York 

New York 

Mass 


11.05 
6.47 
4.08 
3.54 
3.51 
3.36 

2.57 
2.51 
2.03 


11.13 


Aetna Life Insurance Co 


5.97 


Travelers Insurance Co 


4.08 


Miitiiftl Tiifft Tnmirftnce Co 


3.54 


NiftirftTft T^fft Ipmirance Co . 


3.51 


Hnnif^ Tiife Tnmirance Co 


3.37 


Equitable Life Assurance Society of the United 
States 


2.94 


Ni»w T'^mflftnd M^it^ia' T^fe Tnmirance Co 


2.92 


State Mutual Life Assurance Co 


Mass 


2.78 









The companies that do not appear to have had investments in 
stocks as at December 31, 1919, are the following: 
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State 
in which 
organized 

Farmers ^ Traders life Insuranoe Co New York 

Morris Plan Insurance Society New York 

Postal life Inmaace Co New York 

Teachers Insurance and Annuity Association of America New York 

United States life Insurance Co. in the City of New York New York 

Bankers Life Co Iowa 

Colonial life Insuranee Company of America N. J. 

Maryland Assurance Corporation Maryland 

National life Insurance Co Vermont 

Provident Life & Trust Company of Philadelphia Pa. 

Union Central Life Insurance Co Ohio 

The following is a schedule showing the detail of stocks acquhed 
by some of the companies since 1906 : 
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CONCLUSION NO. 9. 

The exceptionally low rate of income earned by some of 
the fire and marine insurance companies on their investments 
in bonds and stocks, is partly due to extraordinary losses, 
particularly in the year 1919, that were incurred in the dis- 
position through sale or otherwise of railroad, public utility 
and other securities of an apparently unstable or doubtful 
investment value. 

Summary of Statistics in Support of Conclusion No. 9. — Ex- 
hibit " Q '' gives the details in support of this conclusion. 

In the preparation of Exhibit " Q " there were considered only 
such fire and marine insurance companies as showed either a 
loss on their investments in bonds and stocks for the year 1919 or 
earnings thereof for that year at a rate lower than four per cent. 
Thirteen companies of New York State and eight companies of 
other states are comprised in the tabulation. A scrutiny of the 
several schedules of the Exhibit is of interest as it indicates that 
the greater portion of the losses were incurred, no doubt, in the 
disposition through sale or otherwise of railroad and public utility 
securities during the period of extensive liquidation that oc- 
curred throughout the greater part of the year 1919. The com- 
panies that lost most heavily are listed hereunder: 

Net loss for 
Companies op New York State the year 1919 

Globe & Rutgers Fire Insurance Co $1,747,312 

Great American Insurance Co 1 ,425,925 

Home Insurance Co 2,581,488 

Westchester Fire Insurance Co 830,693 

Companies op Other States 

Hartford Fire Insurance Co $631,385 

St. Paul Fire & Marine Insurance Co 596,526 



In connection with the foregoing it should be noted that of the 
companies shown only one had earnings for the year 1919 on its 
investments in bonds and stocks in excess of the losses incurred 
through the disposition of securities. 

Of the New York State companies, it is observed that six com- 
panies earned a very low rate of income on their investments in 
bonds and stocks, after taking losses into consideration, namely: 

Company Rate of Income 

Agricultural Ins. Co 2 . 60 per cent 

American Eagle Fire Ins. Co 3.22 per cent 
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Company Rate of Income 

Glens Falls Ins. Co 3.97 per cent 

Mtemational Ina. Co 1 . 28 per cent 

National Liberty Ins. Co. 1 .09 per cent 

North Kiver Ins. Co 1 . 84 per cent 

The remaining seven companies actually suffered losses on 
realization in excess of the income derived from all of their 
investments in bonds and stocks, viz.: 

Rate of loss 

Company per cent 

Globe & Rutgecs Fire Insurance Co 1.28 

Great American Insurance Co 0.41 

Hanover Fire Insurance Co 2.07 

Heme Insucanoe Co 51 

Niagara Fire Insurance Co 0.18 

United States Kre ^suranoe Co * 

Westchester Fire Insurance Co 5.87 

* Less than one-hundredth of 1 %. 

Insofar as the companies of other states are concerned only one 
company, the St. Paul Fire and Marine, sustained a net loss. 
They had a larger proportion of mortgage loans and less specu- 
lative securities. 

Since the above statistics with respect to the losses of Fire 
Insurance Companies were compiled, further additional sched- 
ules have been prepared showing the investments of the larger 
Fire Insurance Companies including the Continental Fire In- 
surance Company and the Eagle^Phenix Fire Insurance Com- 
pany for the year 1920. These statistics show additional losses 
on the sales of securities for the year 1920 as follows: 

Net Losses on Securities as of December 31, 1920, for Five 
Years (after crediting profits on securities sold during that 
period). 
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NAME OF COMPANY 



Home Insurance Co 

Continental Ins. Co 

American Eagle-Phenix 

Ins. Co 

Rdelity-Phenix Fire Ins. 

Co 

Fidelity & Casualty Co. of 

N. Y 

Globe Indemnity Co 

United States Casualty Co. 

American Surety Co 

National Surety Co 

New Amsterdam Casualty 

Co 

Preferred Accident Ins. 

Co 



Net losses 
on stock 

sold in 

1920 



Losses shown 

on 

retained 

stock 



13,562,229 00 
1,066,827 00 

298,088 00 

92,562 00 

♦99,549 00 

45,550 00 

*ei8 00 

385,885 00 

906,058 00 

16,055 00 

202,579 00 



$1,256,781 00 
1,753,745 00 

271,010 00 

1,670,786 00 

1,542,957 00 

105,5^ 00 

702,955 00 

58,268 00 

168,525 00 

176,006 00 

210,760 00 



Total net 
loss and 

net 
decrease 



$4,819,011 00 
2,819,572 00 

569,098 00 

1,763,348 00 

1,461,263 00 
151,096 00 
702,337 00 
444,154 00 

1,074,583 00 

192,061 00 
413,340 00 



{Ratio of 

loss to 

cost 



Per eerU 

16.08 

7.53 

12.43 

7.72 

28.58 
16.65 
36.^ 
14.02 
17.61 

16.73 

13.90 



♦Profit. 



CONCLUSION NO. 10. 



The fire, marine and casualty insurance companies, particu- 
larly the latter have invested as a rule a mere fraction of 
their resources in mort^gage loans as compared with the life 
insurance companies and savings banks. 

Summary of Statistics in Support of Conclusion No. 10. — In 
Exhibits " B '', " C ", " D '' and " H '' may be found the in- 
formation to substantiate this conclusion. 

In order to facilitate a comparison of the figures shown in 
Exhibit " C " and Exhibit " D " a table setting forth the per- 
centages of the total assets invested in mortgage loans by the 
several classes of insurance companies and banking institutions 
as at December 31, 1906, 1912 and 1919, respectively, has beem 
prepared, as follows: 
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GROUP 



Insurance Companies 
Life: 

New York state 

Other states 

Fire and Marine: 

New York state 

Other states 

Casualty: 

New York state 

Other states 

Banking Institutions 

Savings banks 

Banks of deposit and discount. 

Trust companies 



December 
31,1906 


December 
31, 1912 


20.44 
38.80 


24.97 
41.81 


3.09 
10.51 


3.22 
9.13 


0.47 
7.22 


2.14 
9.41 


46.90 
1.21 
6.80 


50.90 
1.47 
5.70 




1.52 
5.60 

0.42 
5.04 



47.80 
1.08 
2.90 



In considering this table attention should be drawn to the fact 
that the same general conditions shown above are reflected for 
all of the intermediate years for the various classes of insurance 
companies and banking institutions, in the several Schedules of 
Exhibits " C " and " D.'' Moreover, the same general resuhs are 
also reflected in Exhibit ^^ B '' wherein is shown the tread of 
business in subdivisions of investments of only a portion of the 
insurance companies of each class, and in Exhibit " H " in which 
the condition is set forth in graphic form. 

CONCLUSION NO. 11. 

There has been a general tendency on the part of the fire, 
marine and casualty insurance compames to decrease fhe 
ratio of their investments in mortgage loans. 

Summary of Statistics in Support of Conclusion No. 11. — The 
basis for this conclusion is found in the statistics shown in Exhibit 
" C ". 

Reference to the table of percentages shown in the comments 
dealing with Conclusion l^o. 10 shows that the several classes of 
fire and marine and casualty insurance companies have decreased 
their relative investments in mortgage loans during the 14 yean 
from 1906 to 1919 as shown below: 
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GROUP 


December 
31,1906 


December 
31, 1919 


Decrease 


FiBB AND Marine Insurance Companies 
New York state 


3.09 
10.51 

0.47 
7.22 


1.52 
5.60 

0.42 
5.04 


1.57 


Other states 


4.91 


Casualty Insurance Companies 
New York state 


0.05 


Other states 


2.18 







As in the case of Conclueion No. 10 the same general results are 
disclosed in the several Schedules of Exhibit " B " that refer to 
the fire and marine and the casualty insurance companies, thai is, 
Schedules " D/' " E/' " F/' and " G " of that Exhibit. 

CONCLUSION NO. 12. 

The ratio of the total resources of the savings banks 
invested in mortgage loans has on the whole been most 
satisfactory and fairly constant ; it inoreased slighty daring 
the nine years from 1906 to 1914; but, since then, the 
tendency has been to decrease the ratio of these investments, 
the decrease being more than ofTseti however, by the increased 
ratio of investments in United States securities which has not 
been at the expense of mortgage loans as with some of the 
life insurance companies. 

Summary of Statistics in Support of Conclusion No, 12. — 
The facts substantiating this conclusion appear in Exhibit ^^ L." 

A study of the summary of that Exhibit, i. e.. Schedule "A " is 
interesting. The general results reflected are set forth in the 
following comparison of the percentages of the various classes 
of investments to the total of all investments at the close of the 
years 1906 and 1919': 
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INVESTMENTS 



United States bonds. 
All other bonds 



Total bonds . . 

Mortgages 

Other investments . 
Cash 



Total. 



Year 
1906 



.60 
46.09 



46.69 

46.31 

1.44 

5.56 



100.00 



Year 
1919 



13.74 
32.71 



46.45 

46.53 

1.70 

5.32 



100.00 



Increase 

or 
decrease 



13.14 
13.38* 



.24* 
.22 
.26 
.24* 



Average 

for 
fourteen 

WMkJta 



2.22 
40.66 



42.88 

49.55 

1.46 

6.11 



lOO.OO 



* Decrease. 

It will be observed from the above that the ratio of the inveet- 
ments of the savings banks in all classes of bonds combined was 
practically the same at the beginning and end of the period 
covered by the sitatiatics, but that, as mi^t be ex|)ecfeed, the invest- 
ments in United States Bonds were increased from .60 per cent 
to 13.74 per cent, the entire increase being slightly more than 
accounted for by the reduction of investments in other daaees of 
bonds. Similarly, investments in mortgage loans, other invest- 
ments, and the cash available for investments remained prac- 
tically constant during the period. 

These figures serve to indicate that the savings banks main- 
tained the ratio of their investments in mortgage loans through- 
out the period — although it is to be noted that in the year 1914 
the investments in mortgage loans were equivalent to 51.85 per 
cent, of the total investments — and that whatever funds the 
saviifcgs banks were obliged to invest in United States Government 
Securities during the period of the war were diverted from, fiernds 
which otherwise would have been available for investments in 
other bonds. This is in marked contrast to the appareuft policy 
of some of the insurance companies, particularly the Fire and 
Marine and the Casualty Companies. 

In passing, it should be noted, as previously stated, that the 
rate of income earned by the savings banks on mortgage loans 
exceeded that earned on bonds and stocks by over 1 per cent which 
is no doubt one of the reasons, if not indeed the principal one, why 
savings banks have invested a greater portion of their resources in 
mortgage loans than in bonds and stocks. 
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A careful examination of the several detailed Schedules^ ^^ B " 
to " C " inclusive of Exhibit " L " wherein are given analyses 
of the investments by classes of all' of the savings banks of New 
York State at the end of each year from 1906 to 1919, both 
inclusive, reveals that certain of the banks had invested in mort- 
gage loans at December 81, 1919, less than 40 per cent of their 
total funds available for investment, one bank having had in- 
vested as low as 14.18 per cent in mortgage loans at this date. 
Moreover, during the period of 14 years covered by the Exhibit, 
a number of the banks actually reduced the proportion of their 
resources invested in mortgage loans and did not increase corre- 
spondingly their investments in United States Government securi- 
ties. On the other hand, however, several of the banks appear 
to have substantially increased their relative investments in 
mortgage loans during the period indicated. 

A tabulation has been prepared setting forth the relative per- 
centages of the investments of the savings banks subject to the 
foregoing remarks, as at the close of the years 1906 and 1919. 
The tabulation is as follows: 



NAME OF BANK 



Bank for Savings, New York City: 

1906 

1919 



Increase or decrease 



Bini^hamton Savings Bank: 

1906 

1919 



Increase or decrease. 



Buffalo Savinp Bank, Buffalo: 

1906 

1919 



Increase or decrease . 



Catskill Savings Bank, Catskill: 

1906 

1919 



Increase or decrease , 



United 

States 

bonds 



1.22 
12.83 



11.61 



13.88 



13.88 



15.25 



15.25 



27.38 



27.38 



AU 
other 
bonds 



44.60 
47.02 



2.42 



57.35 
38.49 



18.86* 



47.05 
39.29 



7.76* 



69.23 
41.09 



28.14* 



Total 

bonds 

and 

stocks 



45.82 
59.85 



14.03 



57.35 
52.37 



4.98^ 



47.05 
54 54 



7.49 



69.23 
68.47 



.76* 



Mort- 
gages 



50.31 
35.94 



14.37* 



34.28 
39.91 



5.63 



45.90 
39.41 



6.49* 



26.95 
23.35 



3.60* 



Other 
invest- 
ments 



.44 
.38 



06^ 



Cash 



1.23 



1.10 
1.65 



.55 



.90 



.90 



3.43 
3.83 



.40 



1.36 7.01 
2.59 5.13 



1.88* 



5.95 
4.40 



1.55* 



3.82 
7.28 



3.46 
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NAME OF BANK 


United 
States 
bonds 


AU 
other 
bonds 


Total 

bonds 

and 

stocks 


Mort- 
gacses 


Other 
invest- 
ments 


Cash 


Citisens Savings Bank, New York 
City: 
1906... 


6.35 
20.35 


44.17 
33.19 


50.52 
53.54 


39.35 
38.38 


.55 
.95 


9.58 


1919 


7.13 






Increase or decrease 


14.00 


10.98* 


3.02 


.97* 


.40 


2.45* 


Cohoes Savinp Institution: 

1906 






58.19 

44.48 


58.19 
58.65 


35.55 
36.54 


.76 
.55 


5.50 


1919 


14.17 


4.26 






Increase or decrease 


14. i7 


13.71* 


.46 


.99 


.21* 


1.24* 






Ellenville Savings Bank: 

1906 




61.91 
57.68 


61.91 
77.36 


29.56 
14.18 


1.61 
2.07 


6.92 


1919 


19.68 


6.39 






Increase or decrease 


19.68 


4.23* 


15.45 


15.38* 


.46 


.53* 






Hudson City Savings Institution: 
1906 




55.43 
51.65 


55.43 
54.11 


37.60 
38.09 


5.56 
.58 


4.51 


1919 


2.46 


7.22 






Increase or decrease 


2.46 


3.78* 


1.32* 


.59 


1.98* 


2.71 






Ithaca Savings Bank: 

1906 


8.59 
2.95 


64.56 
62.19 


73.15 
65.14 


16.29 
28.65 


1.68 
1.42 


8.88 


1919 


4.79 






Increase or decrease 


5.64* 


2.37* 


8.01* 


12.36 


.26* 


4.09* 






Mechanics Savings Bank, Beacon: 
1906 




58.56 
62.45 


58.56 
66.40 


32.95 
29.81 


2.77 
.75 


5.72 


1919 


3.95 


3.04 






Increase or decrease 


3.95 


3.89 


7.84 


3.14* 


2.02* 


2.68* 






Mechanics and Farmers Savings 
Bank, Albany: 

1906 




71.89 
62.40 


71.89 
64.69 


18.46 
29.16 


.27 


9.38 


1919 


2.29 


6.15 






Increase or decrease 


2.29 


9.49* 


7.20* 


10.70 


.27* 


3.23* 






Richmond County Savings Bank, 
West New Brighton: 

1906 




28.16 
24.77 


28.16 
48.09 


60.50 
38.45 


.97 
.27 


10.37 


1919 


23.32 


13.19 






Increase or decrease 


23.32 


3.39* 


19.93 


22.05* 


.70* 


2.82 






Rondout Savings Bank, Kingston: 
1906 7 




45.95 

22.79 


45.95 
51.30 


47.35. 
39.70 


.56 
.39 


6.14 


1919 


28.51 


8.61 






Increase or decrease 


28.51 


23.16* 


5.35 


7.65* 


.17* 


2.47 




- 



* Decrease. 
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NAME OF BANK 


United 
States 
bonds 


All 
other 
bonds 


Total 

bonds 

and 

stocks 


Mort- 
gages 


Other 

invest- 
ments 


Cash 


Roosevelt Savings Bank,Brooklyn: 
1906 




31.46 
33.81 


31.46 
46.56 


58.52 
39.89 


'6.65 


10.02 


1919 


12.75 


6.90 






Increase or decrease 


12.75 


2.35 


15.10 


18.63* 


6.65 


3.12* 






St. Lawrence County Savings 
Bank, Ogdensburg (Organized 
1909): 
1909 




48.48 
43.86 


48.48 
57.76 


27.50 
37.92 


";28 


24.02 


1919 


13.90 


4.04 






TncTP-aine nr deci^^^^e - - - 


13.90 


4.62* 


9.28 


10.42 


.28 


19.98 






Saugerties Savings Bank: 

1906 




67.67 
56.75 


67.67 
68.67 


20.73 
21.34 


1.05 
1.50 


10.55 


1919 


11.92 


8.49 






Increase or decrease 


11.92 


10.92* 


1.00 


.61 


.45 


2.06* 






1906 




59.15 
44.18 


59.15 
53.20 


28.53 
32.24 


.04 
2.85 


12.28 


1919 


9.02 


11.71 






Increase or decrease 


9.02 


14.97* 


5.95* 


3.71 


2.81 


.57* 






South Brooklyn Savings Bank 
Institution: . 
1906 




49.33 
40.64 


49.33 
60.98 


44.10 
33.33 


.34 
.57 


6.23 


1919 


20.34 


5.12 






Incf ease of dficreAse , 


20.34 


8.69* 


11.65 


10.77* 

• 


.23 


1.11* 






Sumner Savings Bank, Brooklyn: 
1906 




8.99 
22.63 


8.99 
52.68 


60.25 
36.68 




30.76 


1919 


30.05 


10.64 






Increase or decrease 


30.05 


13.64 


43.69 


23.57* 




20.12* 






Troy Savings Bank: 

1906 


2.10 
12.72 


76.03 
54.95 


78.13 
67.67 


14.05 
27.45 


.98 
.88 


6.84 


1919 


4.00 






Increase or decrease 


10.62 


21.08* 


10.46* 


13.40 


.10* 


2.84* 






Westchester Coimty Savings Bank, 
Tarrytown: 
1906 


.87 
9.53 


37.53 
37.69 


38.40 
47.22 


50.93 
38.26 


.64 
3.94 


10.03 


1919 


10.58 








8.66 


.16 


8.82 


12.67* 


3.30 


.55 







* Decrease. 
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Of the more important savings banks doing business in the City 
of New York, 16 out of 22 appear to have reduced their relative 
investments in mortgage loans between 1906 and 1919, some of 
them quite considerably. The 'Schedule that follows summarizes 
this condition very conveniently: 



NAME OF BANK 



Bank for Savings: 

1906 

1919 



Increase or decrease 



Bowery: 
1906 
1919, 



Increase or decrease 



Brooklyn: 
1906. 
1919. 



Increase or decrease 



Central: 
1906 
1919. 



Increase or decrease 



Citizens: 
1906 
1919 



Increase or decrease 

Dime of Brooklyn: 

1906 

1919 



Increase or decrease 



Dollar: 
1906. 
1919. 



Increase or decrease 



Dry Dock: 
1906.. 
1919.. 



Increase or decrease. 



* Decrease. 



United 
States 
bonds 



1.22 
12.83 



11.61 



15.61 



15.61 



2.47 
11.26 



8.79 



9.07 



9.07 



6.35 
20.35 



14.00 



12.84 



12.84 



17.17 



17.17 



22.79 



22.79 



AU 
other 
bonds 



44.60 
47.02 



2.42 



48.66 
29.67 



18.99^ 



54.80 
34.38 



20.42^ 



Total 

bonds 

and 

stocks 



45.82 
59.85 



14.03 



48.66 
45.28 



3.38^ 



57.27 
45.64 



Mort- 
gages 



50.31 
35.94 



14.37* 



45.89 
48.67 



2.78 



37.11 
48.42 



39.99 
37.49 



2.50^ 



44.17 
33.19 



10.98* 



11.63* 



39.99 
46.56 



6.57 



50.52 
53.54 



3.02 



43.09 
22.23 



20.86' 



30.52 
32.26 



1.74 



45.52 
26.81 



18. 7r 



43.09 
35.07 



11.31 



50.92 
44.45 



6.47' 



39.35 
38.38 



.97' 



8.02' 



30.52 
49.43 



18.91 



45.52 
49.60 



4.08 



46.91 
57.43 



10.52 



63.00 
41.16 



21.84^ 



46.81 
42.16 



4.65^ 



Other 
invest- 
ments 



44 
38 



.06* 



75 

24 



.51' 



.74 
1.35 



.61 



3.02 
3.63 



.61 



.55 
.95 



40 



6.34 
2.92 



3.42* 



1.97 



1.97 



2.33 
.24 



2.09* 



Cash 



3.43 
3.83 



.40 



7.40 
5.81 



1.11 



4.88 
4.59 



.29* 



6.07 
5.36 



.71' 



8.58 
7.13 



2.45* 



3.66 
4.58 



.92 



6.48 
7.44 



96 



5.34 
8.00 



2.66 
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NAME OF BANK 


United 
States 
bonds 


AU 
other 
bonds 


Total 

bonds 

and 

stocks 


Mort- 
gages 


Other 
invest- 
ments 


Cash 


East River: 

1906 




34.02 
39.29 


34.02 
63.30 


56.95 
41.05 


.63 
4.24 


8.40 


1919 


14.01 


1.41 






Increase or decrease 


14.01 


6.27 


19.28 


15.90* 


3.61 


6.99* 






Emigrant Industrial: 

1906 




43.53 
38.43 


43.53 

50.61 


61.11 
42.83 


1.19 
2.57 


4.17 


1919 


12.18 


3.99 






Increase or decrease 


12.18 


5.10* 


7.08 


8.28* 


1.38 


.18* 






Franklin: 

1906 




42.50 
44.10 


42.50 
44.93 


52.29 
48.93 


1.10 
1.11 


4.11 


1919 


.83 


5.03 






Increase or decrease 


.83 


1.60 


2.43 


3.36* 


.01 


.92 






Greenwich: 




49.91 
50.04 


49.91 
51.63 


45.18 
40.82 


.38 
1.35 


4.53 


1919 


1.59 


5.20 






Increase or decrease 


1.59 


.13 


1.72 


4.36* 


.97 


1.67 






Harlem: 

1906 




36.69 
38.92 


36.69 
40.50 


52.31 
51.67 


1.62 
1.96 


9.38 


1919 


1.58 


5.87 






Increase or decrease 


1.58 


2.23 


3.81 


.64* 


.34 


3.51* 






Lincoln: 

1906 




40.80 
34.29 


40.80 
34.99 


50.13 
54.06 


.64 
.26 


8.43 


1919 


.70 


10.69 






Increase or decrease 


.70 


6.51* 


5.81* 


3.93 


.38* 


2.26 






New York: 

1906 




34.44 
42.49 


34.44 
44.02 


60.51 
48.24 


.90 
1.33 


4.15 


1919 


1.53 


6.41 






Increase or decrease 


1.53 


8.05 


9.58 


12.27* 


.43 


2.26 






Rchmond County: 




28.16 
24.77 


28.16 
48.09 


60.50 
38.45 


.97 
.27 


10.37 


1919 


23.32 


13.19 






Increase or decrease 


23.32 


3.39* 


19.93 


22.05* 


.70* 


2.82 






Roosevelt: 

1906 




31.46 
33.81 


31.46 

46.56 


58.52 
39.89 


'e.Q5 


10.02 


1919 


12.75 


6.90 






Increase or decrease 


12.75 


2.35 


15.10 


18.63* 


6.65 


3.12* 







* Decrease. 
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NAME OF BANK 


United 
States 
bonds 


AU 
other 
bonds 


Total 

bonds 

and 

stocks 


Mort- 
gages 


Other 
invest- 
ments 


Gash 


Seamen's: 

1906 




54.50 
40.33 


54.50 
47.68 


41.67 
46.39 


.55 
1.41 


3.38 


1919 


7.35 


4.52 






Increase or decrease 


7.35 


14.17* 


6.82* 


4.82* 


.86 


1.14 






South Brooklyn: 

1906 




49.33 
40.64 


49.33 
60.98 


44.10 
33.33 


.34 
.57 


6.23 


1919 


20.34 


5.12 






Increase or decrease 


20.34 


8.69* 


11.65 


10.77* 


23 


1.11* 






Sumner: 

1906 




8.99 
22.63 


8.99 
52.68 


60.25 
36.68 




30.76 


1919 


30.05 


10.64 






Increase or decrease 


30.05 


13.64 


43.69 


23.57* 




20.12* 






Union Dime: 

1906 




31.71 
23.85 


31.71 
32.73 


58.68 
56.19 


4.28 
2.77 


5 33 


1919 


8.88 


8.31 






Increase or decrease 


8.88 


7.86* 


1.02 


2.49* 


1.51* 


2 98 






Williamsburgh: 

1906 


4.50 
15.68 


48.54 
34.07 


53.04 
49.75 


41.67 
45.93 


.45 
1.67 


4 84 


1919 


2 65 






Increase or decrease 


11.18 


14.47* 


3.29* 


4.26 


1.22 


2 19* 







•Decrease. 

It will be noted that six of the banks that appear in the above 
Schedule are shown also in the one preceding it, indicating that 
they reduced their relative investments in mortgage loans during 
the period to a point below 40 per cent of their total funds avail- 
able for investment. The banks in question are the following: 

Bank for Savings in the City of New York 

Citizens Savings Bank, New York. 

flichmond County Savings Bank, West New Brighton. 

Roosevelt Savings Bank, Brooklyn. 

South Brooklyn Savings Institution, Brooklyn. 

Sumner Savings Bank, Brooklyn. 

Of the foregoing banks the South Brooklyn Savings Institu- 
tion had the least investment, relatively, in mortgage loans at 
December 81, 1919, and the Sumner Savings Banks^ Brooklyn, 
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had the greatest reduction in mortgage loans during the period of 
14 years ended that date. Regarding the Richmond County Sav- 
ings Bank, which shows the next greatest reduction for the period, 
reference is made to comments herein under Conclusion No. 2. 

Life Insurance Oompanies. 

Their Investments and Practices and Suggested Reforms. — 
As a result of the life insurance scandals that were exposed by 
the New York State Legislative Committee appointed in 1905, 
known as the "Armstrong Committee " of which Hon. Charles E. 
Hughes was the Chief Counsel, the L^slature prohibited the 
Companies from thereafter investing any of their funds in stocks 
and required them within five years thereafter to dispose of all 
stocks then held by them and to limit their investments to bonds 
of the character prescribed by the Act. 

Some of the Companies, such as the New York Life Insurance 
Company, complied with that requirement within the prescribed 
period. Others in good faith proceeded to sell such of their securi- 
ties as were marketable and could be sold to advantage but some 
of them continued to hold these prohibited securities the bulk of 
which were marketable. 

At the expiration of the five-year period the Legislature ex- 
tended the time for another five-year period to 1911. Again in 
1911 the time was extended for a similar period to 1916. In 
1816 there was still another extension until 1021 and in 1921 the 
time was again extended not only for a further period of five 
years to 1926 but as long a time thereafter as the then Superin- 
tendent of Insurance might determine. In each case the extension 
was recommended by the then Superintendent of Insurance. 

The result of all these extensions was disastrous to the inter- 
ests of the Companies. The form of the last extension is unfor- 
tunate in that it confides to the Superintendent of Insurance the 
power to permit these Companies to continue indefinitely to hold 
the securities that they had been directed by the Legislature of 
1906 to dispose of within five years. If they had been compelled 
to do so the Companies of this State wotdd have realized for 
these securities many millions of dollars in excess of what they 
brought and still more in excess of their present values. 

The President of the Mutual Life Insurance Company of New 
York testified to the statement that in that period of 15 
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years his Company could not have sold its vast holdings of 
common stock, such as those of the New York, Hartford and New 
Haven, St Paul & Pennsylvania Kailroads, bank stocks and securi- 
ties of a similar kind that have an active daily market on the New 
York Stock Exchange. At the time of his examination his Com- 
pany was still holding these securities. He further testified that 
the profits of his Company on the sales of stocks had more than 
offset the losses but produced no figures to support that statement 
The detailed figures introduced in evidence establish the contrary. 
They show that the net losses of the Company on stocks sold dur- 
ing the five years ending December 31, 1920, after crediting all 
profits were $1,040,581 and that there was a net shortage as of 
that date on the stocks still held over and above profits as of that 
date of $5,339,695. Part of the last named sum has doubtless 
since been recovered but none of the ascertained loss is recover- 
able. 

During the same period the percentage of mortgage loans on 
real estate of this Company was the lowest of any of the five great 
Companies being only a trifle over 15 per cent as against the 
average investments on mortgage loans of all the companies in 
the State of 21.50 per cent and of the average of 44.1 per cent of 
mortgage loans by Life Insurance C*ompanies of other States and 
as against the investment of the largest of the Companies, the 
Metropolitan Life Insurance Company, of over 40 per cent of its 
assets ill mortgage loans. 

There ha® been a constant reduction by the Mutual Life in its 
mortgage loans in favor of listed securities in the face of the 
experience of the past 14 years demonstrating that the former 
were vastly more safe, stable and conservative and have yielded 
an average income return of at about 25 per cent over the return 
from the securities in favor of which that Company insists in 
discriminating as against mortgage loans on real estate. 

The proportion of mortgage loan investments to assets of the 
Mutual Life Insurance Company for the past ten years is as 
follows : 

Tear Per Cent 

1911 28.77 

1912 23.29 

1913 32.05 
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Year Per Cent 

1&14 20.89 

1915 17.99 

1916 17.64 

1917 17.26 

1918 15.75 

1919 15.21 

1920 15.54 

Average for the ten years 18 . 80 



Another Company operating in a similar way is the Prudential 
Life Insurance Company of New Jersey which does a large pro- 
portion of its business in the State of New York. 

The inquiry into the investments of the Life Insurance Cb-m- 
panies has not, however, yet been completed by the Committee. 
Only the Presidents of the Mutual Life and the Prudential Life 
have been called to the witness-stand. The Committee has not 
yet had time to examine the officials of the other Companies as 
to investments but sufficient evidi^nce has already been gathered 
from the examination into their accounts to satisfy the Com- 
mittee as to the character of the legislation that should be reeomr 
mended with respect to the investments of these Companies. 



CHAPTER 12. 

EXORBITANT CHARGES AND DISCOUNTS ON LOANS. 

The conatruction of buildings continues to be further dis- 
couraged by the difficulties encountered by prospective builders 
in securing loans or other financial assistance. life Insurance 
Companies, savings banks, and other lenders of money have im- 
posed unusual conditions. 

Although these transactions cannot be said to be in contraveor 
tion of the letter of the law, they were without ethical justification. 
These transactions were accomplished by three different methods : 

1. By the exaction of large bonuses for making the loan. 

2. By compelling the borrower to accept as part of the 
loan real property generally unmarketable at high values or 
United States Government Bonds at par when they were 
selling far below par and could have been duplicated by the 
lender at the then market price. 

3. By requiring the borrower to transfer his property 
to a corporation in order to avoid the Usury Law since cor- 
porations are not permitted to plead usury. 

In many instances the lender would exact a bonus directly 
from the borrower. In other instances the lender would secure 
his bonus by participating in an exorbitant commission charged 
by the broker id negotiating the loan. 

The first type of exaction is illustrated' by the statements on 
the witness-stand of Abel King whose business was that of buying 
second and third mortgages, to the effect that he required and 
secured bonuses id some cases amounting to 50 per cent or more 
of the principal of the loan. Lists secured from him showed 
161 such transactions amounting to over $300,000 id the past 
few years in all of which he secured large bonuses. 

The second type is illustrated by transactions to which the 
Home Savings Bank of Albany was a party of which the follow- 
ing are illustrations : 

In 1920 the Home Savings Bank loaned $250,000 
on property at Syracuse exacting a broker's commission 
of $85,000 to cover all expenses. This conmiission 
amounted to about 14 per cent. Under an agreement 
between the broker and the bank the broker paid the 
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bank $20,000 of this bonus money. The effect of the trans- 
action was that the owner received only $215,000 in cash for 
which he executed a mortgage for $250,000. He paid 6 per 
cent interest on the $250,000 up to the maturity of the loan 
and was then required to pay the $250,000 so that in addition 
to the bonus of 14 per cent which was deducted from the face 
of the loan he was required to pay 6 per cent on the $35,000 
which he never received. 

In 1920 the same bank loaned $200,000 on property in 
the Bronx at 6 per cent for five years. The total cost to the 
lender was $20,000 out of which the bank received $10,000 
and the broker retained the balance. 

This same institution in 1920 loaned $160,000 on premises 
at 529 and 535 West 55th St., New York City. The borrower 
paid $17,628.34 for commissions and expenses of the loan 
out of which sum the bank received a bonus of $9,000. 

It should be borne in mind in this connection that the uS-ual 
commission for securing loans of this kind in the City of New 
York is one per cent. 

In numerous other cases savings banks refused to make loans 
unless the borrower would accept at par Government bonds that 
were then selling at a substantial discount and which the bank 
could have repurchased in the market at the same discount, 
amounting at times to as much as from 10 per cent to 15 per cent 
of the loan. 

The second type of exaction was largely indulged in by Life 
Insurance Companies and savings banks that wanted to get rid 
of undesirable real estate which they had acquired under fore- 
closure or otherwise, by unloading on the anxious applicant for a 
loan. 

OflScials of these financial institutions testified that such prop- 
erties were not forced upon the borrower but admitted that they 
would not have made the loans but for the inducement to get rid 
of the properties. 

In August, 1920, the Mutual Life Insurance Company 
required as a condition of a loan of $1,440,000 on high-class 
desirable property on Seventh avenue, New York, between 
30th and 31st streets, in which the loan amounted to well 
under 60 per cent of the appraised value of the property, that 
the 'borrower purchase from it upwards of twenty parcels of 
vacant property scattered in all directions, at the price of 
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$650,000. As the borrower required this money to complete 
his building, the Insurance Company deducted $100,000 
from the loan as a cash payment on the lots and took back 
a mortgage for the balance of $550,000 of the purchase 
price. The loan was at 6 per cent interest. It was 
admittedly as desirable a loan as could be had, in one of 
the best neighborhoods in the city of New York and upon a 
new building the value of which with the land was more 
than double the amount of the loan. 

About August, 1917, the Prudential Life. Insurance Com- 
pany required as a condition for lending $550,000 on a first 
mortgage of 6 per cent on property at the southwest comer 
of 59th street and Sixth avenue in the city of New York 
that the borrower should take a property owned by it at No. 
68 Hudson street, Hoboken, N. J., at the price of $128,000, 
the borrower paying $15,000 in cash out of the loan and giv- 
ing back to the Insurance Company a mortgage for the bal- 
ance of $113,000 of the purchase price. 

At about the same time in August, 1917, the same Com- 
pany required as a condition for a loan of $540,000 on prop- 
erty at 905 West End avenue. New York city, that the bor- 
rower take a parcel of property at the corner of Market and 
Halsey streets in Newark, N. J., at a purchase price of 
$228,000, the borrower paying $15,000 in cash on account 
of the purchase price of the Newark property and giving back 
a mortgage for $213,000 for ten years. 

Both companies were taking advantage of the loan market 
conditions in lending money on good security. 

The Secretary of the Dimes Savings Bank of Brooklyn testified 
to eighteen instances of mortgage loans that had been made, aD 
or partly in securities, in excess of the then quoted value of such 
securities, and to thirty-three instances in which the borrower was 
required to take from the Savings Bank real estate that it owned. 
All of these fifty-one transactions took place since the beginning 
of 1916. 

The same bank required the borrower as a condition for a loan 
of $325,000 in 1918 on property at 256 West End Avenue to 
take in part payment of the loan property at Madison Avenue 
and 72d Street for $225,000 on which the borrower paid $25,000 
that was deducted from this loan and gave back to the bank a 
mortgage of $200,000. 
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The Brooklyn Savings Bank, as a condition of lending $345,000 
in 1918 on property at 141 East 39th Street, New York City, 
required the borrower to purchase a piece of property at Broad- 
way and Walker Street for $167,500 on account of which the 
borrower paid the bank $25,000 in cash that was deducted from 
his loan and gave back a mortgage to the bank of $132,500. 

Testimony was given of many other instances where institutions 
forced undesirable properties upon borrowers as a condition for 
loans. 

The practice of requiring borrowers to take Liberty Bonds 
at par instead of cash, often in payment of the whole and at other 
timee in payment of a substantial part of the loan, was resorted 
to by financial institutions, obviously with profit. At the time 
these substitutions were being made the price at which the Bonds 
were quoted was far below par. The effect of these exactions 
was, of course, to add this discount to the legal rate. 

Instances of these practices could be multiplied. The result 
was that owners and builders realizing the difficulty of securing 
financial support, were afraid to take on building operations. 

Deserving of the highest commendation for its public spirit and 
far-sighted wisdom in the interest of its policy-holders and of the 
public has been the attitude of the Metropolitan Life Insurance 
Company in this housing emergency. Within a period of less 
than ten years its mortgage loans on real estate have increased 
from $72,000,000 to upwards of $454,000,000. 

The Williamsburgh Savings Bank also deserves high commenda- 
tion for it has throughout the emergency continuously made mort- 
gage loans to home buyers and home builders. 



CHAPTER 13. 

INSURANCE: GENERAL REMARKS IN RELATION TO 

ALL BRANCHES 

Insuraiice is an increasmgly important factor in the cost of 
Housing, both during oonstruction and after completion, but espec- 
ially during construction. "Fixe insurance is a permanent contin- 
uing expense as is also liability insurance to the public and eleva- 
tor insurance in the larger buildings. The construction of build- 
ings involves temporary fire insurance, workmen's compensation 
insurance and public liability insurance (meaning insurance 
against accidents other than those to workmen engaged in con- 
struction, and to which we will hereafter refer to as Accident In- 
surance). The taking of fideUty and surety bonds from con- 
tractors, sub^jontractors and others is also (especially by munici- 
palities) a substantial dement of expense in connection with build- 
ing construction. 

Automobile insurance has likewise become an important item 
in the cost of building construction owing to the fact that building 
material is now largely moved on trucks, not only from the boats 
and railroads to the place of construction, but to a large extent 
from the dealer directly to the builder; deliveries are now fre- 
quently made in that way for distances of 100 miles and over. 
Automobile insurance against fire, liability to employees and to 
the public and against theft constitute further items of expense 
connected with the construction and maintenance of buildings. 

(1) Insurance a Monopoly 

The insurance business in nearly all its branches as connected 
with building costs, including fire, workmen's compensation, acci- 
dent, fidelity, plate glass, surety and automobile insurance as con- 
ducted in the State of New York, and particularly in the City of 
New York, in the lines of insurance relating to housing (except 
as to the small amount of workmen's compensation insurance 
written by the State Fund and the Mutual Companies, to which 
reference will be made later) is controlled by combinations, 
agreements and practices between the companies in such a way as 
to constitute practically a control that was not contemplated by 
the statute in permitting rate making bureaus. 

[198] 
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Cooperation between tlie different insurance companies tlirough 
these Bureaus for making rates, inspections, audits and (particu- 
larly in fire companies) for adjustments, has been determined by 
the State of New York to be advisable. 

Legitimate cooperation has been abused in New York State 
with the result that competition has been impaired and the 
insurance buyer has no choice but to pay the uniform price 
charged by all the companies, even though excessive. 

The insurance company is a trustee handling the funds gath- 
ered from innumerable policyholders. The United States 
Supreme Court has said that the business of insurance is one im- 
pressed with a public trust. As the business merely distributes 
the loss it necessarily follows that the losses are in the end always 
borne by the policyholders who buy the insurance. 

As indicating the great volume and importance of the Insur- 
ance Business (other than Life Insurance) that is done in the 
United States, the following statistics taken from official sources 
for the year 1920 are significant : 

1920 

Fire Insurance Premiums written $1,000,000,000 

(Of which the Stock Companies wrote $881,700,237.) 

Workmen's Compensation Premiums 204,329,287 

Premius written on Public Liability 98,444,455 

Fidelity Insurance Premiums 51,655,911 

Other Casualty Insurance 210,459,901 

Total Premiums written for 1920 1,564,889,554 

Your Committee is informed that a very large annual savings 
could be effected by proper regulation. 

The Stock Companies do the great bulk of this business. The 
Mutual Companies return to their policyholders an average of 
25 per cent on the proportion of the premiums written by them 
besides accumulating large surpluses out of their profits. Less 
than one-half of this great sum is returned to the policyholders 
in the way of losses, about $700,000,000' is absorbed in expenses 
and profits. 

Extent of business; fire companies. — The Home Insurance Com- 
pany is the largest of all the Domestic Fire Insurance Companies. 
Its assets are about $75,000,000. In 1920 its capital was 
$6,000,000. It had been increased in 1913 from $3,000,000 to 



200 Joint Legisi^tive Committee on Housing 

$6,000,000 by a stock dividend of $3,000,000. The bulk of its 
then capital was paid for out of dividends. The stockholders re- 
ceived in cash dividends and stock dividends $82,495,000, in ad- 
dition to which there is an accumulated surplus that belongs to 
the stockholders of about $63,000,000 making a total of over 
$95,000,000 that has been earned by the Company since its or- 
ganization in 1853 on a then capital of $500,000, which had from 
time to time up to 1920 been increased to $2,000,000 by cadi sub- 
scriptions by the stockholders. 

At the end of the last ten-year period there was about $15,000,- 
000 added to the net value of the Home stock in addition to which 
it had paid about $28,000,000 in dividends during that period or 
an average of $2,800,000 per year. At the beginning of the ten- 
year period the net value of the stock was $19,800,000. 

The Continental for 1920 reported a loss of $407,000 but at the 
same time paid a cash dividend of $2,000,000. The Home Com- 
pany showed a deficit of $425,000 in 1920 but at the same time 
paid a cash dividend for that year of $1,500,000. The surplus 
of the Continental fell about $2,300,000. This was not, however, 
due to the fact that the insurance business did not pay. It 
resulted from a writing-down of the value of their securities, 
mainly the depreciated value of their stocks. 

The Continental was organized in 1853 with $500,000 capital. 
At the end of 1919 its capital was $10,000,000 of which $8,000,- 
000 was in the form of stock dividends. It had on hand in 1919 
total assets of $39,600,000. The stockholders had contributed in 
all during the existence of the Company $2,000,000. Cash divi- 
dends were worth $30,000,000 more besides which the value of 
the stock at that time was $30,900,000, which includes the $8,000,- 
000 of stock dividends. The value of the stock plus the dividends 
paid out amounted to over $52,000,000. 

The Globe & Rutgers Company was organized in 1899 with a 
capital of $400,000. In 1916 an additional $100,000 in cash 
was paid in. At the end of 1919 the Company had been in exist- 
ence for twenty years. Up to that time it had paid stock divi- 
dends of $200,000 and cash dividends of $2,857,978. In 1909 
its stock was worth $3,408,000. Ten years later it was worth 
$16,500,000, in addition to dividends paid during that period of 
$2,145,000. 

As evidencing the large profits of the Fire Insurance Com- 
panies, notwithstanding their claims that theirs is a hazardous 
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business and is done on a small margin, it appears from the evi- 
dence based on the statements of the Globe & Rutgers Company 
that in the five years ending 1920 the Company earned $14,000,- 
000 on a capital and surplus of approximately $6,500,000 (see 
Exhibit 787). 

It further appears that there was collected, by the British Fire 
Insurance Companies in the way of premiums on their business 
for 1919 on United States risks a sum amounting to $217,142,- 
279. In addition to this there was paid to other foreign fire 
insurance companies for premiums on business during the year 
1919 and to American companies that are owned in foreign coun- 
tries about $97,000,000, making a total of premiums paid to 
foreign fire insurance companies for United States risks alone 
in 1919 of about $314,000,000, equivalent to about one-third of 
all the premiums paid for fire insurance in the United States. 
To this sum there must be added an additional $100,000,000 
of premiums on fire insurance not reported to the various State 
Insurance Superintendents that went to the London Lloyds and 
other foreign unlicensed associations. (See Exhibit 788.) 

Both Competition and Regulation are Ahsolulely Essential, — 
The business of insurance has long been subject to regulation 
by the State, but principally to protect the insured against the 
insolvency of the Companies. It is for this purpose that insur 
ance companies are required to maintain reserves to cover the 
period for which their policy contracts have yet to run and for 
losses that have been incurred but which have not been paid. 
In order to assure this protection to the policy-holding public, 
annual statements and periodical examinations are required by 
the State. 

The State also prescribes or limits the forms and conditions of 
the insurance contracts and has more recently prohibited discrimi- 
nations between insured in the same situation but has never gone 
further to protect the insured against exorbitant premium 
charges nor against the other abuses that have grown up in the 
business. The State has also assumed a very limited theoretical 
supervision over Rating Bureaus and other joint activities of 
the Companies. 

It is only in very recent years that other States have under- 
taken to permit insurance companies to cooperate in making rates 
and have required the filing of the rates so made and have sub- 
jected these rates to the supervision of the public authorities to 
prevent exaction of unreasonable or excessive rates. 
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The laws of New York contain no provision whatever for 
supervision by any public official over the rates charged in any 
line of insurance; there is no protection to the public against 
unreasonable rates as in other States. 

As to Workmen's Compensation Insurance and as to that alone 
(hereafter separately dealt with), Section 67 of the New York 
Insurance Law provides that the rates charged shall be adequate 
but not even in that case is the State permitted to prevent excessive 
rates. 

About one-tenth of the entire insurance business of the United 
States is transacted in the State of New York and more than one- 
half of this amount is transacted in Greater New York. This 
vast volume of business is confined almost exclusively to Stock 
Companies, who alone, participate in Eating Bureaus and who 
are under binding agreements to exact the same rate from the 
insurance buyer. 

The one outstanding exception is in Workmen's Compensation 
Insurance of which the stock companies do about 70 per cent of 
the total business and of the remainder about 21 per cent is done 
by Mutual Companies and about 9 per cent by the State Fimd, 
which will be separately discussed. 

(2) Fire Insurance 

The total fire insurance premiums paid in the United States 
for the year 1920 was upward of $1,000,000,000. Four per 
cent of the stock companies wrote 40 per cent in volume of the 
insurance written by stock companies. Twenty-five per cent of 
the leading American stock companies wrote net premiums of 
$324,937,134. The Home and Continental Fire Companies alone 
did in 1920 a business of $62,000,000 in fire insurance pre- 
miums. The sixty foreign companies (mainly British and memr 
bers of the exchange) wrote net premdums of $127,732,132. 
About one third of all premiums paid in 1920 in the United 
States to stock companies were paid into foreign hands. 

In Greater New York alone there were more than $47,000,000 
paid in premiums in 1920 and in the entire State there were 
more than $96,000,000. This enormous volume of business was 
transacted almost wholly by the stock insurance companies at 
uniform rates, fixed under agreement by four rating bureaus 
without supervision or restriction — one operating in each section 
of the State. 
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(3) Fire Insurance Bating Bureaus 

A startling situation was disclosed with regard to the New 
York Fire Insurance Exchange, which makes the rates for Man- 
hattan and the Bronx. Every stock fire insurance company 
operating in this territory was a member of the New York Fire 
Insurance Exchange. The rules of the exchange required every 
member to collect the rates fixed by it No company, agent or 
broker was permitted to exchange or transact any business with 
any other company, agent or broker not a member of the exchange. 
Reinsurance with nonmembers was also prohibited. Finally, 
no mutual company could be a member if it undertook to return 
any of its savings to policyholders. The result was that property 
owners either must take their insurance at the rates and on the 
terms dictated by the New York Fire Insurance Exchange or go 
without insurance. 

The result is illustrated by the premiums and losses for the 
territory covered by the New York City Exchange (its juris- 
diction includes a little less than the entire Greater New York) : 

Net Premiums 
Year Collected Losses Incurred 

1912 $24,806,166 $12,019,486 Less than 50 per cent. 

1913 23,754,992 7,763,716 Less than 32 per cent. 

1914 23,082,032 10,347,243 Less than 45 per cent. 

1915 21,668,301 7,668,702 About 34 per cent. 

1916 24,382,681 9,153,258 About 40 per cent. 

1917 27,907,086 14,000,000 About 50 per cent. 

1918 35,569,363 12,639,962 About 34 per cent. 

1919 37,798,314 13,698,109 About 37 per cent. 

1920 47,727,874 22,183,916 About 46 per cent. 



It appears from the testimony of Mr. Robb, manager of the 
New York Fire Insurance Exchange (p. 6549) that for the nine 
years from 1912-1920, inclusive, premiums written on fire 
insurance by the members of the exchange in the territory of the 
Greater New York (which does not include all of the City of 
New York) was $246,700,000, and the losses paid, $109,474,000, 
showing a difference of gross premiums received over losses 
incurred during the nine-year period of $156,226,000. 

In other words, the policyholders paid more than $225 for 
each $100 returned for losses. 
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This general situation was commented on in the annual report 
of the Superintendent of Insurance for the year 1918, pages 
14-16, as follows : 

"A committee, appointed at a meeting of companies to 
supply as much of the desired information as was accessible, 
later furnished statistics tending to show that the losses 
paid by fire insurance companies on property in New York 
City for a period of five years ending December 31, 1916, 
amounted to approximately 42 pfer cent of the premiums 
collected during that same period." 

The situation differs only in degree and in a few minor details 
in the other three exchanges operating in the State of New York 
and elsewhere throughout the country where the same bureau 
members do the bulk of the business. 

(4) Stock Company Control; Fire Insurance; Restrictions Upon 

Mutual Companies 

The New York insurance laws have in effect for years pro- 
hibited the organization of mutual fire insurance companies to 
transact a general business. During the early part of the year 
1921 New York had only three legal reserve general writing 
mutual insurance companies. These were organized in 1836 and 
1837. One of these has since been converted into a stock insur- 
ance company. Other States have a large number of such com- 
panies. These companies ordinarily write at the same rates as 
a stock company and return to their policyholders savings which 
range from 20 per cent upwards of the premiums charged. 

A number of such mutual companies from other states have 
been licensed in the State of New York for several years but the 
prohibitions against membership in the rate-making Bureaus have 
prevented these companies from developing their business and 
have deprived the people of New York of the savings which would 
otherwise have been afforded through such mutual insurance. 

Conversion of Mutual Companies Into Stock Companies, — 
A number of successful mutual insurance companies have been 
converted into stoek insurance companies under the provisions of 
Section 125 of the New York Insurance Law. This does a wrong 
both to the policyholder members of these companies and to the 
insurance buying public. It deprives the members of their prop- 
erty and gives it to a few favored officers. It also deprives the 
insurance buying public of a public service institution furnishing 
competition in insurance and returning savings to policyholders. 
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The National Associations of Mutual Insurance Companies 
have condemned such statutes and demanded their repeal in the 
diflFerent states in which they are in force. This statute should 
be promptly repealed. 

(5) Oontrol in Casualty Insurance. 

The investigation disclosed that the stock insurance companies 
have a monopoly of issuing fidelity, burglary, plate glass, elevator 
insurance and surety bonds and in issuing all forms of casualty 
insurance on a non-assessable plan. The total premiums on the 
various classes of casualty insurance which is not permitted to he 
written by mviual companies amounted in 1920 to $21,000,000 
for the State of New York alone. The rates for this insurance 
are fixed by Bureaus in which the companies cooperate and the 
profits of the companies are shown to be vastly higher in the kinds 
of insurance where competition is absent. 

The testimony shows that in fidelity insurance the policyholder 
is paying more than $500 for each $100 returned for losses. The 
policyholder pays more than $330 in premiums for each $100 
returned for surety losses and nearly $250 in premiums for each 
$100 returned for liability losses, or for burglary and theft losses. 

In the Workmen's Compensation field, where the State Fund, 
the Mutual Companies and stock companies compete (which is 
separately treated in this Report), the cost to the policyholder in 
stock companies ranges from $190 to $206 for each $100 returned 
for losses, as against from $143 to $153 for each $100 returned 
for losses by the mutual companies. It is apparent that the ac- 
tive competition of the mutual companies forces a reduction of 
the rates, which makes a material saving to stock company policy- 
holders as well. 

(6) Discriminations Against Mutual Companies. 

The laws of New York contain a number of limitations and 
restrictions on Mutual Companies that are not found in the 
laws of other states. One section provides a limitation on the 
surplus that nmy be accumulated by mutual companies. The 
repeal of the law permitting the conversion of a mutual into a 
stock company as here recommended eliminates any danger that 
the surplus will be taken unproperly. The accumulation of a 
surplus is neccessary and its limitation inevitably tends to impair 
the responsibility and prevent the development of mutual com- 
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panics. That was its manifest purpose, since by restricting the 
amount of its surplus the amount of risks it may write is auto- 
matically limited. 

The New York law also provides for the approval by the Super- 
intendent of Insurance of any dividend payments or returns of 
savings by mutual companies to policyholders. This restriction 
is not necessary to protect the solvency of the Mutual Companies 
but if it is necessary in the case of mutual companies it is equally 
necessary with regard to the dividends paid by stock compariiiss 
to their stockholders. These should be matters resting in both 
cases in the sound discretion of the directors, and Ifhe supervisory 
power of the Superintendent of Insurance is ample without any 
arbitrary statute such as is applied exclusively to the mutual 
companies. These restrictions should be removed. 

(7) Otedit Losses in Fire Insurance 

A serious evil that entails large losses in fire insurance is that 
of granting to the insured long credit in the payment of premiums 
and permitting the cancellation of policies as not taken without 
requiring the collection of the premium. 

This results in a discrimination in favor of the dishonest 
insured and in loading an additional cost upon the honest policy- 
holder, who takes and pays for his insurance in the regular 
course of business. The statute should be amended to require 
insurance companies and their agents to immediately cancel any 
policy on which the premium has not been paid within thirty 
days after the date of the policy, requiring the collection of a 
premium in all cases and to penalize any company failing to 
comply with this requirement. 

(8) Bating Bureaus. 

The reorganization of the National Workmen^s Compensa- 
tion Service Bureau was undertaken for the purpose of including 
all forms of insurance (other than Life and Fire) that 
were not embraced therein, such as Burglary, Plate Glass, Credit, 
Elevator, Automobile, etc It is also intended to adhere to the 
present policy of excluding from membership all except Stock 
Companies. The effect of this reorganization will be the further 
concentration of power in the hands of this Bureau and will neces- 
sarily result in a still mere complete monopoly by the Stock Com- 
panies over all these classes of insurance. 
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According to the testimony of Mr. Whitney the total amount 
of premiums collected in 1920 by members of the Bureau on Cas- 
ualty and Surety lines was $214,000,000. In the same year $50,- 
000,000 in premiums were collected for policies issued for liability 
and personal injury, not including Workmen's Compensation. 
(Pp. 6278-6275.) 

The amount of this class of casualty business in the State of 
New York for 1920 on which the Mutuals have been excluded is 
between $20,000,000 and $21,000,000. There the Stock Com- 
panies have the monopoly because the Mutuals are not allowed to 
do the business. (P. 6522.) They are likewise excluded from 
Burglary, Plate Glass, Fdelity, Surety, Credit, Elevator and all 
forms of non-assessable insuraLce. (P. 6521.) As before stated, 
having been excluded from these lines in the State they are not 
permitted to do any business whatever in any of these lines out- 
side the State. If they transact any business outside the State 
in any of such lines they are prohibited from doing any insurance 
business whatever of any kind in the State. 

The business in New York State of writing non-assessable com- 
pensation, public liability and automobile insurance, of which 
the Stock Companies have the monopoly, amounted in 1920 to 
$82,000,000 in premiums. (Pp. 6523-6524.) Some of this 
business could be done by the Mutuals and is being done by them 
outside New York State at 25 per cent less than it is being done 
by the Stock Companies in this State which would mean a large 
saving to the public in New York State. Mr. Whitney is now 
the assistant manager of the Bureau the name of which has been 
changed to National Bureau of Casualty and Surety Under- 
writers. 

Hon. Jesse S. Phillips superintendent of Insurance, of New 
York, resigned in December, 1921 and is now the manager of 
said Bureau. 

(9) Unearned Premiums and Income Therefrom. 

There is another practice in which all the Stock Insurance Com- 
panies (other than the Life Companies) have for years indulged, 
which should now be ended. 

When a policyholder takes out a policy of insurance, at times 
for as long a period as six years, whether against Fire, Workmen's 
Compensation, Public Liability, Automobile or other Accident, 
Fidelity, Surety, a Burglarly, he usually pays the premium for 
the entire term in advance and is allowed a substantial rebate. 
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These unearned premiums in their possession amount to over sii 
hundred and fifty millions of dollars. 

The law requires that fixed percentages of the premium paid 
in this way in advance shall be put aside by the Companies as a 
reserve. This unearned premium reserve amounted for the year 
1920 for the ten leading stock company members of the Bureau 
to about $197,000,000. 

Mr. Alfred M. Best who is a leading insurance expert and 
statistician in the United States and the author of standard works 
on this subject, testified as follows: (P. 2180.) 

" Experience has shown that there is a very large profit in 
this liability reserve that the law has required to be set apart 
for extra safety. Of this reserve approximately one-half is 
profit which is nowhere shown upon the books of the Com- 
pany. The liability reserves are invested in securities and 
bring in returns. These ten Companies are earning in nearly 
every case over $1,000,000 by way of return on this reserve. 
They are putting that earning on this reserve fund into their 
own profits and surplus and using it for their own purposes. 

" The income on that fund is being taken by these Stock 
Companies for the stockholders. The income of the ten lead- 
ing companies of the New York Exchange for 1919 from 
that fund was over $10,000,000 and is approximately the 
same for every year. If the income from that reserve were 
credited to the fund they could reduce the premiums about 
$10,000,000 per annum if they wanted to. There is not to 
my knowledge any Stock Company doing business in the 
State of New York that is not a member of the Exchange/' 

This unearned premium^ reserve and the vast yearly income it 
yields is being taken by the Companies year by year to themselves, 
when in fact both the surplus reserve and particularly the inter 
est on the total reserve belong to the policyholders. These are a 
part of the funds that are being put into speculative securities. 

Your Committee agrees with Mr. Best: (1) That the unused 
portion of the unearned premiums set apart by the statute should 
go back to the policyholders in some form, and not into the 
treasuries of the Companies for the benefit of their stockholders; 
and (2) More particularly that the interest and income on thest 
unearned premiums belong to the policyholders and not to the 
stockholders of these Stock Companies and it recommends legis- 
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lation 80 that the Superintendent of In&urance will see to it that 
this income is so applied. 

(10) Official Opinion as to Regulation of Bates 

The following is a summary of the record on this subject: Mr. 
Francis B. Stoddard^ who has been Superintendent of Insurance 
since December 1st, 1921, but who had been in the Department 
for six and a half years as Deputy Superintendent in charge of 
the New York City oflSce, testified : 

" I approve of the authority and power of the Superin- 
tendent of Insurance to supervise not only fire insurance 
rates but all rates as to their reasonableness." 

Mr. Deutchberger testified: 

" I am in favor of State supervision of Fire Insur- 
ance Companies." (P. 6505) "I am also in favor of 
State supervision of Public Liability and Compensation 
and all those other lines now being examined about although 
at one time I had some doubt about it. I have had a good 
deal of doubt about Burglary Insurance with the task of pass- 
ing upon the reasonableness of rates which are not standard- 
ized but I can see no harm in this compulsion. If it is too 
much of a burden for one Superintendent it would be cheaper 
to have two than to have the public suffer from exorbitant 
rates." 

Mr. Jesse M. Phillips was also examined on this subject and 
testified in substance as follows : 

" In 1919 I did recommend State supervision for Fire 
Companies. I have reached the conclusion that the State 
having supervision of these rates as to reasonableness 
would be better. I heard Mr. Whitney state that in con- 
nection with various items of insurance connected with 
the building, Accident and Liability, they were very excess- 
ive. State^ supervision ought to have the effect of cor- 
recting injustices of that kind. When the rates amount to 
about 4,000 per cent, that is a little too high. If the exper- 
ience rating is correct I should say that a rate that amounts 
to 6000 per cent, should be corrected. 

" I think the State Superintendent should have the power 
to take the experience rates as a whole for the purpose of 
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determining whether or not the Companies that have compiled 
these rates are making a reasonaible profit and that then lie 
should have the right to order a reduction. I am not autho^ 
ized by the Bureau of which I am the head to state to the 
Committee the Bureau will support tfhat legislation. I 
am speaking as an individual and from my observation. I 
am also speaking from my experience as State Superin- 
tendent.'* 

Mr. Alfred M. Best says : 

" I think there should be complete supervision by the 
State through the Insurance Department." 

Mr. Whitney's attitude on this subject of State supervision is 
interesting. It will be observed that his point of view changed 
whilst he was under examination. At the beginning he said : 

" There is no supervision in the State of New York as to 
the reasonableness of rates. I am not willing to have State 
Supervision over our rates now. In some other States the 
rates are supervised by the State. 

" Theoretically I think it would be right to have public 
authority to pass upon the reasonableness of those rates 
but practically it would be wrong. The New York InauT' 
ance Department now looks to it that this Bureau does 
not gouge the public. It has the right to say we are gouging 
the public hvi no right to stop it I would not join with this 
Committee in a recommendation that the State should super- 
vise the reasonableness of rates that are made by the joint 
action of competitors. 

** I do not think that we people in the business ought to be 
the judge and the sole judge of whether the profit of the 
Bureau needed cutting. The public should be the judge and 
the public is represented through the Insurance Department, 
which has the right of giving publicity. I think that the 
publicity of the Superintendent that we are charging on 
some lines of insurance many times a just rate and that it is a 
great burden on building construction would do a great deal 
of good. I think it would stop us. If he had the power to 
tell us what we should charge, that power would be abused 
very likely by the Superintendent. 
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" Our Bureau cannot do business in States that have 
Anti-Trust laws, perhaps because we are a trust 

" The law does not give the New York Insurance Depart- 
partment the power to pass upon the reasonableness of 
Workmen's Compensation rates. 

'^ There is no more and no lees reason for supervision of the 
ratee that we are now discussing than of higher rates and 
inasmuch as the Fire Companies have finally agreed to legis- 
lation to supervise their rates I do not think there is any 
mora reason or any less reason why the same legislation 
should not apply to these rates bat I am not authorized by 
my Bureau to consent to that. 

" My only opposition to State supervision of these rates 
is because I think that political consideration might induce 
the Legislature to reduce these rates below a paying figure 
in order to get public approval. 

^^ I should say that in about a dozen states the members of 
my Bureau do 47 per cent of the business of the country as a 
whole. I do not think we do 85 per cent of the business of 
New York. 

"I was negotiating for a monopoly without State supers 
vision. I have no objection except the practical objection — 
politics — to State supervision. If there was an earnest 
effort made to eliminate the possibilities of politics on this 
I should think the Stock Companies might join in such an ef- 
fort in the recommendation of State supervision of the dif- 
ferent lines. 

" If 50 per cent of my Bureau representing the power 
and the mind in the insurance field in these lines chose for 
a while in the unregulated lines to elimiate outside com- 
petition by changing the rates below living rates, it could 
do it. 

" I think the Stock Companies in New York do almost all 
the business in Fidelity and Surety lines. I don^t know of 
the Mutuals doing any of that business. That is also true as 
to Credit Insurance, Burglary Insurance, Plate Glass Insure 
ance. Elevator Insurance, Non-Assessable Workmen^s Com- 
pensation Insurance, Non-Assessable Liability Insurance, 
and as to Non-Assessable Automobile Casualty Insurance/^ 



212 Joint Legislative Committee on Housing 

(11) Opinions as to Admission of Mutuals to All Lines in This 

State 

As a result of the disclosures of the committee the weight of 
opinion now seems to be in favor of compelling the admis- 
sion of the Mutual Companies to the Rating Bureaus and of 
permitting them to do all classes of Casualty, Fidelity, 
Surety, Plate Glass and other Lines that the Domestic and 
Foreign Stock Companies are permitted to do. 

They should be given an equal opportunity and of course be 
subject to the same solvency tests and official examinations. 

The following is a summary of the record on the above sub- 
ject: 

Mr. Francis B. Stoddard, Superintendent of Insurance, testified: 

" I am aware that the Fire Insurance Exchanges have 
now amended their regulations so that Mutual Com'- 
panics are admitted as members. I can think of no rea- 
son whv the Mutuals should not be admitted in these 
Bureaus in the casually lines. I am aware that the Mutaak 
having been thus excluded from certain lines in this State 
are not allowed even to do the permitted lines in this State 
unless thqr agree not to do the excluded lines in other states 
where they might be allowed to do them. 

" It is a fact that foreign companies that do life insurance 
business in their countries are allowed to come into this 
State and do all lines of Casualty business througli the regu- 
lar agencies. 

'* The Aetna and Traveler Companies do life business in 
other states and are allowed to come in here and do Casualty 
business in all lines. It is true that the Mutual Companies 
in this State are excluded from doing certain lines of Cas- 
ualty business. 

"A Mutual Company organized under the laws of Ifew 
York absolutely can not do certain lines of Casualty busi- 
ness in New York whilst a foreign stock company can do 
those lines. The reason that has been advanced is that the 
solvency of the Mutuals has been unfortunate and that the 
experience of the Mutuals has been bad. I do not know 

* In aU oases in which the Committee has quoted from testimony it has 
used a Digest in narrative form compiled by one of the Assistants to the 
Committee. 
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of any Mutual Company that lost a dollar in these Casualty 
lines to the insured or to the public. 

(Pages 6515-6516) : " I know of a good many Stock Com- 
panies that have ^ busted up ' and lost other people's money 
in these lines and, of course, I have heard of a good many 
stock companies being in financial difficultieB. Wlian the 
Mutual gets in financial difficulties it should generally pay 
100 per cent on the dollar. I know of a good many Stock 
Companies that have not. I am now trying to investigate 
myself why Stock Companies from foreign states are per- 
mitted to write lines of Casualty in this State where a Mutual 
Company with a larger surplus than the Stock Company 
organized under the laws of our own State is not permitted 
to write that same line of casualty. I have not foimd any 
reason for that yet" 

Mr. Jesse M. Phillips testified as follows : 

(Page 6483) : " Our Bureau does not admit Mutuals be- 
cause it is purely a Stock Company organization. I know 
that all the economic laws with respect to competition have 
been set aside in favor of these Bureaus and Exchanges in the 
insurance business, I believe tbat this is the only commodity 
as to which the laws of the different states have permitted 
combination on prices. It follows that whether or not such 
combinations are permitted they should be subject to State 
regulation. I do not think it follows as a corollary that 
where sucb organizations are permitted, if any person in the 
same line of business who wants to become a member of the 
organization should have the right to do so." 

" I have read that since this investigation the Fire Insur- 
ance Exchanges have changed their policy so that Mutuals 
are admitted. I did not know that the Mutuals were mem- 
bers of the Exchange. The reason why that should not be 
carried out in this Bureau of which I ami the head is that 
they have a large number of Mutuals and they can have an 
Association of their own in this State. My other reason is 
that they are now permitted to get rates made by his Bureau. 
"I could not tell you whether any Mutual Company in 
this State has ever gotten any unsupervised rates. You have 
to ask that of Mr. Whitney. I am not willing that they 
should become members because this is purely a stock organ- 
ization. I think we should have the right to pick our own 
Companies." 
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" The Mutuals cannot write Plate Glass Insurance be- 
cause they have not the right to do so under the Statute. 
I excluded them from writing Burglary Insurance be- 
cause they should not be allowed to write that class of 
business and use the premdums that may be paid in in 
Workmen's Compensation and Liability to pay the losses in 
the Burglary class or the Plate Glass class. The Stock 
Companies are allowed to do all these things. 

" Some of these Mutuals have larger surpluses than many 
of the Stock Companies/' 

" While foreign stock companies are permitted to write 
all these lines of insurance the Mutuals have been pro- 
hibited from doing it. Mr. Ekem asked on behalf of the 
Mutual Companies that they be put on a par with the 
foreign stock companies. I refused to recomttnend it be- 
cause I did not think it would be right. The rulings that 
I passed when I was Superintendent of Insurance to the 
effect that the Mutuals should not be allowed to write in any 
other State any forms of insurance that they are not per- 
mitted to write in this State applies both to Mutuals and 
Stock on all classes of insurance. 

^^ It is a fact that Stock Companies in this State are per- 
mitted to write classes of insurance that Mutual Companies 
are not permitted to write. The classes of insurance that 
the Stock Companies can write in New York State that the 
Mutuals cannot write are as follows : Plate Glass, Burglary, 
Fidelity and Surety, Credit insurance, non-assessable Work- 
man's Compensation Insurance, non-assessable Liability. 

"It is a fact that if a Mutual Company comes into the 
State, not being permitted to write any of these lines that 
we have just referred to, it cannot write in any other State 
any of these prohibited lines. 

" I think it is a correct statement that during all these 
years while the Mutual Companies have transacted Work- 
men's Compensation Insurance that no employee or anybody 
else has lost a dollar through insuring his compensation 
with a Mutual Company. It is also correct that during that 
same time millions of dollars have been lost through insuring 
in these same lines with Stock Companies." (Page 6501.) 

Mr. Whitney testified as follows : 

"I think the Stock Companies in IsTew York do almost 
all the business in Fidelity and Surety lines. I donH know 
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of the Mutuals doing any of that business. That is also 
true as to Credit Insurance, Burglary Insurance, Plate Glass 
Insurance, Elevator Insurance, non-assessable Liability 
Insurance and as to non-assessable Automobile Casualty 
Insurance/' 

I (12) Plate Olass Insurance 

Plate glass is practically an unregulated monopoly. 
Mr. Whitney testified on this subject as follows: 

" Mr. Moore who used to be Manager of the New Amster- 
dam Casualty Company is now Manager of the Plate Glass 
Insurance Bureau and fixes the rates, I believe, for the 
I whole country. I believe they can charge whatever they 
please. I think that ought to be subject to supervision, if 
politics could be eliminated. The same thing that is true 
of Plate Glass is also true of Burglary and Public Liability.'* 

There is no more reason why Companies that insure plate glass 
against breakage or automobiles against fire should be given a 
special statutory dispensation to maintain a monopoly and fix the 
rates than that it should be given to dealers in any other com- 
modity. The arguments that have prevailed in favor of coopera- 
tive rate-making bureaus for fire insurance that have resulted in 
building up the present monopoly based upon the difficulty and 
expense to any one company in fixing a just rate on the innum- 
erable items and factors that enter into the problem have no ap- 
plication to a single line such as plate glass or automobiles where 
competition should be kept open. 

But where the Legislature has legalized such a situation, no 
reason can be assigned for having it absolutely unregulated and 
unrestrained. None has been advanced. 



CHAPTER 14. 

INVESTMENTS OF FIBE, CASUALTY, PUBLIC UABIUTT, 
FIDELITY, SURETY AND PLATE GLASS INSUR- 
ANCE COMPANIES 

Sttch of tiheBe companieB as are organized in the State of Kew 
York and are conducting business there have practically no part of 
their vast assets invested in mortgage loans on real estate, as has 
been shown by the foregoing statistics. They appear to have ex- 
pressly avoided that form of investment in favor of specula- 
tive securities, owing largely to the fact that they have beea 
free from regulation by the State as to the character of their 
investments. 

IJnf ortanately the law has up to this time placed no limitation 
upon the character of the securities in which they may invest The 
result of this immunity from r^ulation is reflected in the specu- 
lative nature of their investments. 

The large part of the revenues of the fire insurance companies 
and considerable of the business of the others comes from pre- 
miums on insurance connected with improved real property. 
Some of them own the buildings that cost millions of dollars of 
which only a part is occupied by themj. That form of real estate, 
they consider sufficiently safe and liquid, but when it comes to 
investing the premiums that they make out of real estate in gilt- 
edged first mortgages on improved property, the cry goes up that 
theirs is a hazardous business in which losses may have to be 
suddenly met and that this form of security is not sufficiently 
" liquid '^ for their purposes. And this in spite of the fact that 
the savings banks of the State have an average of over 49 per 
cent of their total deposits invested in this way and that some 
of the largest and soundest of them have over 60 per cent thus 
invested. 

A savings bank may be called upon to pay out all of its deposits 
on sixty days' notice. A fire insurance company, on the other 
hand, has its risks widely scattered, besides whidi its policies 
allow it sixty days after proofs of loss have been filed in which 
to pay a loss, so that the reasons for its assets being what it calls 
" liquid " are less important than those that apply to a savings 
bank. 

[216] 
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The same comparison holds good to an extent with respect to 
the operations of life insurance companies. The prevalence of a 
plague or a virulent contagious disease is quite as apt to suddenly 
drain the surplus of a life insurance company as will fire losses 
deplete that of a fire insurance company, besides which the losses 
of the former are not reinsured and distributed to the same extent 
as are those of the latter. Yet the life insurance companies of 
this State and to a greater extent the life insurance companies of 
other States do not seem to find that there is anything unliquid 
in these short-term mortgage loans on real estate as compared 
with long-term obligations represented by railroad and other 
bonds over the enforcement of which they have no control. 

The fact is that a well-secured mortgage loan on improved real 
property in a great city which represents not to exceed two-thirds 
of the value of that property, besides being a safer and better 
paying security is more liquid than any form of security other 
than a government. State or municipal bond. An examination 
of the security holdings of the stocks bonds and notes held by the 
great financial companies discloses that whilst a substantial pro- 
portion of them are listed on the Exchanges and have a public 
market, in most cases it is a limited market that would not ab- 
sorb a large amount of these securities except at substantial con- 
cessions and that the large proportion of them have practically no 
public market w*hatever and no private market except at great 
sacrifices. 

Whilst it is not fair to gauge the comparative values of these 
two classes of securities by thep resent public market, or to take 
their paper losses in these abnormal times as a criterion of value, 
your Committee respectfully submits that under normal condi- 
tions a prime first mortgage security is readily salable a a smaller 
concession from the face of the debt than are good bonds. 

Any safe recognized security is liquid at a price. What these 
insurance officials mean when they, talk about mortgage loans not 
being a liquid security as against other forms of security is that 
mortgages are not liquid at par in large amounts as against other 
securities at any price at which they may be sacrificed. That is 
all they can justly claim. 

Herewith are given lists of the stocks that were held on 
December 31, 1920, by the Continental Fire Insurance Company 
and the Home Fire Insurance Company, the two leading com- 
panies in this country. 

8 
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Home Fire Insurance Company 

Afia Finance Corporation 

(TMfl i6 unlisted) 
Allied Chemical & Dye Corporation 
American Brass Co. 
American Agricultural Chemical Co 
American Car & Foundry Co., Pref. 
American Exchange Securities Corp. 

(Unlisted) 
American Locomotive Co., Pref. 
American Sugar Refining Co. 
American Smelting & Refining Co., 

Pref. 
General Motors Co. 
Gas & Electric Light Co. stocks 
Tobacco Company stocks 
Goodrich Preferred 
Goodyear Tire & Rubber, Common & 

Preferred 
Interborough Consolidated 
Interborough Rapid Transit 
Manhattan Railways, Common & 

Preferred 
International Harvester, Pref. 
Inter-Zone Corporation 

(Of which the Company holds 
$1,030,000 par value) 
Liggett & Myers Tobacco Co. 
National Enameling & Stamping Co., 

Pref. 
Proctor & Gamble, Pref. 
Railway Steel Springs Co., Pref. 
Sherman-Williams Co., Pref. 
Standard Oil of New Jersey, Pref. 
Tobacco Products Corp., Pref. 
Yale & Towne Manufacturing Co. 



The net loss over and above profits 
of the Home Ins. Co., on its stock 
holdings over a five-year period, as 
shown by the schedules accompany- 
ing this report on sales of stock, 
was; $1,165,827, which consisted of 
gross losses of $2,167,555, less 
profits of $1,091,738. The shrink- 
age on Dec. 31, 1920, during that 
period, with respect to stocks on 
hand, showed a net book loss of 
$1,753,745, making a grand net 
loss and net decrease for the period 
of $2,819,572. A considerable part 
of the shrinkage of stocks on hand 
as of Dec. 31, 1920, has, however, 
been recovered by increases in mar- 



Oontinental Fire Insurance Company 
Afia Finance Coi^ oration 



Allied Chemical & Dye Corporation 
American Agricultural & Chem. Co. 
American Can Co. 

American Cyanamide Co., Pref. 

American Locomotive Co., Pref. 

American Smelter & Refining Co., 
Common and Pref. 
(Between 1916 and 1920 the Com- 
pany disposed of $1,000,000 of 
this stock at a loss of $209,024 
on the common stock) 



Sugar, Preferred 
American Tel. & Tel. 
American Tobacco Co. 
American Wholesale Corp., Pfd. (Un- 
listed ) 
Anaconda Copper Mining Co. 

Armour & Co., Pref. 

Armour Leather 

Atamtoc Refining Co., Pref. 

British Empire Steel Corporation 

Brooklyn City Railroad Co. 

Brooklyn-Edison Company 

Kings County Electric Light & 
Power Co. 

Brown Shoe Co., Preferred 

Burns Brothers, Preferred 

Case Threshing Machine Co., Pref. 

Cheeseborough Mfg. Co. 

City Service Co. 

Continental Can Co., Preferred 

Corn Products Refining Co., Com- 
mon & Pref. 

Cuba Cane Sugar Corp. 

D., L. & W. Coal Co. 

Endicott-Johnson Corporation. 

General Cigar Co. (Debentures and 
Preferred ) 

Goodrich Tire & Rubber Co., Pre- 
ferred 

Goodyear Tire & Rubber Co. of Can- 
ada 

Great Atlantic & Pacific Tea Co. 

Gulf Oil Corporation 

Inspiration Consolidated Copper Co 
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Some Fire Insurance Company 

ket prices since that time, but no 
part of the estimated net loss on 
sales has been or can be recovered. 



Continental Fire Insurance Company 

Interborough Rapid Transit Co. 

Jewel Tea Co. 

S. S. ELresge Co. 

Lehigh Valley Coal & Sales Co. 

Liggett & Myers Tobacco Co., Pre- 
ferred 

Loose-Wiles Biscuit Co. 

Lorillard, Preferred 

Mahoning Investment Co. 

Merck Company 

Montana Power Co., Preferred 

Montgomery-Ward & Co. 

National Biscuit Co. 

National Cloak & Suit Co. 

Packard Motor Co. 

Pan-American Petroleum &> Trans. 
Co. 
(Total investment of $1,300,000) 

Pierce- Arrow Motor Car Co., Pre- 
ferred 

Pittsburgh Steel Co., Preferred 

Prairie Oil & Gas Co. 

Pullman Co. 

Revnolds Tobacco Co., Preferred 

Royal Baking Powder, Preferred 

Sears-Roebudc, Preferred 

South Penn Oil Co. 

Standard Milling Co. 

Standard Oil of Indiana 

Standard Oil of Kansas. 

Standard Oil of Kentucky 

Standard Oil of Nebraska 

Standard Oil of New Jersey 

Imperial Oil 

Standard Oil of Ohio 

Standard Tank Car Co., Pref. 

Steel & Tube Co. of America 

Studebaker Co. 

Texas Co. 

United Drug 

United Fruit Co. 

United Retail Stores Corp. 

United Cigar Stores, Preferred 

United Rubber Co., Preferred 

United States Steel Corporation 

Utah Copper 

Vacuum Oil 

Valvoline Oil 

Virginia Carolina Chemical Co. 

Willys-Overland Co. 

Woolworth, Preferred 

Worthington Pumping Machinery, 
Preferred 

Yale & Towne, Common 
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It is evident from a perusal of these lists that these Companies 
are speculating in securities. The samie is true of other fire com- 
panies and especially of New York companies. The same is also 
true of many of the casualty, fidelity and surety companies of 
the Stata The results of their operations in the securities that 
they have sold during the years 1919 and 1920 demonstrate that 
they are most unwise and unfortunate investors. 

The Continental Fire Insurance Company shows a loss on 
sales after crediting profits on sales for these securities during 
the year 1919 were $198,304; during the year 1920: $78,850, 
whilst the Home Insurance Company shows a loss during 1919 
of: fi2,581,489, and 1929 of: $2,002,2113. These are actual sales 
and do not include the big loss incurred in these years by reason 
of depreciation of values. 

The Fire Insurance officials when required to account for their 
action in using their funds for these purposes have assumed with 
the Committee the position that the way in which their moneys 
are invested is none of the business of the Legislature or of the 
public ! 

Mr. Henry Evans, Chairman of the Board of Directors of the 
Continental Fire Insurance Company, American Eagle Insur- 
ance Company and the Fidelity-Phenix Insurance Company, tes- 
tified on this subject as follows : 

"After all, the question of whether we made money or lost 
money is a matter for our Directors and it does not concern 
the public. I am aware of the fact that the Sta,te recognizes 
Fire Insurance and Casualty Companies as public service 
corporations and gives them certain rights that are not given 
to people in private business. 

" I am in accord with supervision over the reasonableness 
of our rates. I do not think that when the law permits these 
Fire Insurance Companies to get together and agree upon 
rates and to charge them to the public that it is on the theory 
that this is a public service business as distinguished from 
ordinary business. 

" The reason I believe that these Companies should be 
allowed to invest in anything that they please is because their 
capital is their own and they are in no different relation to 
the public than anybody who sells any other kind of com- 
modity. I claim the unlimited right for our Companies to 
invest in anything that the Board of Directors thinks profit- 
able without restriction.^' 



Intermediate Report 221 

Mr. Frederick C. Buswell, the Senior Vice President of the 
Home Insurance Company, testified as follows on the subject of 
the attitude of his Company to the Public : 

" I take the same viewpoint as that taken by Mr. Evans to 
the effect that what the Directors of the Fire Insurance Com- 
panies choose to do with their assets is nobody's business ; it 
is the business of the stockholders. It has no trust relation 
to the public at all, provided its solvency is maintained. 
That is the basis on which I would oppose a limitation of the 
character of investments so far as my Insurance Companies 
are concerned. 

" Fire Insurance Companies have a right to do with their 
money as they please; provided always they maintain com- 
plete solvency for the protection of their obligations of all 
kinds. If the Directors authorized the Company to buy and 
sell stocks for profit, any kind of stocks, it is my judgment 
that the State has nothing to do with that so long as the Com- 
pany remains unquestionably solvent. I recognize that this 
is a business impressed with a public use or public trust. 

" I admit that our business is impressed with a public trust 
and yet I still insist that we have the right to do just as we 
please with the assets because the owners of those assets are 
liable for the amount The stockholders are personally liable 
for their stock; I mean that they can lose their interest in 
the Company. Our policies are all non-assessable and the 
only liability that there is on these policies is by the Company 
itself and the Company alone is liable. 

"A large part of the income of the fire insurance companies 
is obtained from insuring real estate against loss by fire. I 
have read that there is a housing crisis in this city in a certain 
class of property. I do not think my company is under obli- 
gation to invest any part of its great capital and surplus in 
mortgages on real estate. 

" I have no doubt it is true that the savings banks in the 
State of New York have taken altogether forty-nine and a 
fraction per cent of their total assets in mortgages on real 
estate. I am aware of the fact that the Life Insurance Com- 
panies have a large proportion of their assets invested in 
first mortgages on real estate. I am aware of the fact that 
the Metropolitan Life, of its total assets of $1,150,000,000 
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end of 1920 $3,787,833,653 and the Home $6,417,700,281 of 
outstanding insurance) and that the unearned premiums they had 
collected in advance from the public amounted to many millions 
of dollars. 

Nor have they apparently considered the further fact that it is 
on the ground that they are public service corporations that they 
have been safeguarded against competition and permitted to fix in 
combination the rates that the public is compelled to pay. 

When the L^slature of this, as of other States, concluded to 
set aside, in favor of fire, casualty and like insurance companies 
the traditional policy of open competition and to permit these 
Companies to make uniform rates in combination through the 
agency of Kating Bureaus or Exchanges, it was assumed as a 
matter of course: 

(1) That these bodies would be regulated and supervised 
by the Superintendent of Insurance. 

(2) That the rates which they would thus be able in com- 
bination to exact from the public would especially be subject 
to supervision, and 

(3) That every Insurance Company authorized to do 
business under the laws of the State would have access to 
the rates thus made and equal right to membership in these 
Rating Bureaus or Associations. 

The Stock Companies, instead of thus conforming to the spirit 
of the statute that was enacted for their benefit, have used Section 
141 of the Insurance Law as a means of imposing a monopoly 
upon the people of the State and of waging a war of destructive 
competition against the Mutual Companies because the latter 
were willing to sell insurance upon the basis of the rates 
made by the Stock Companies and at the same time to return 
to their policyholders approximately 25 per cent of the premium, 
after setting aside reserves and adding to their surplus accounts. 

The effect of thus admitting the Mutual Companies to the 
Rate-making Bureaus would have been to have required the Stock 
Companies to reduce the rates so as to meet this competition. 

They have also expended large sums of money for propaganda 
work. Whilst the Companies were under investigation by your 
Committee and immediately after the Committee had adjourned 
for the summer, a publicity campaign was inaugurated to offset 
the effect of the disclosures before the Committee, at an expense 
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of over $80,000. The methods that have been adopted by these 
Stock Companies to influence public sentiment are severally con- 
demned. 

There are four Fire Insurance Exchanges in the State of New 
York, by far the largest of which is the K^ew York Exchange. 
It has jurisdiction over the business in the Greater New York, 
except as to a small part of the City. Each of the Exchanges 
has its own geographical jurisdiction. The principal member- 
ship in the various Exchanges is substantially the same. That 
is, in fact, true throughout the United States so far as concerns 
the big Stock Companies. The mOTibership in this State was 
until tihe investigation of these Companies by the Committeej 
confined to Stock Companies. Mutual Companies were ex- 
pressly excluded unless they would agree not to return to their 
policy-holders any part of the sums collected in premiums, that 
is, unless they would cease to be Mutual Companies, although 
the Stock Companies' left themselves free to return — not to the 
policyholders but to their stockholders — whatever part of their 
profits they saw fit. 

Rate-making upon the endless items of property that enter into 
the insurance business is exceedingly difficult and expensive. It 
requires a large organization and expert knowledge and experi- 
ence. No single company, however large, can afford to makes 
rates for itself alone. That and the fact that the business wa5 
one peculiarly affected with a public trust, have always been 
the burden of the arguments advanced by the Insurance Com- 
panies for being permitted to combine in these rate-making 
bodies. Refusal of access to the rates virtually means exclusion 
of the Company from competition. 

This exclusion of the Mutual Companies from the rate-making 
Bureau accounts for the fact that, whilst in the New England 
States and in most of the Western States Mutual Insurance con- 
stitute a large part of the business, it is relatively small in the 
State of New York. 

But this exclusion of the Mutual Companies is not the only 
method to which the stock companies have resorted for the pur- 
pose of fastening their monopoly upon the people of this country. 
Another, and perhaps the most effective, feature was brought about 
through the control secured over the brokers and the regulations 
lirith respect to them, as no individual may engage in the busi- 
:ess of fire insurance and no corporation without express an- 
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thority from the Superintendent of Insurance ; individuals, firms 
and corporation© are likewise prohibited from engaging in busi- 
ness as fire insurance brokers without having first secured a 
license from the State. 

Having secured such a license, one would imagine diat thej 
would be free to transact business. But not so. The Exchanges 
have decreed otherwise. None of the members of the Exchange 
was permitted to pay commissions to a broker duly licensed by 
the State unless he also secured a license from the Exchange. 

The broker must have this certificate from the Exchange in 
order to earn a living. Without it he can transact no business 
with any member of the Exchange. That means that he can do 
practically no business whatever. Under these regulations he 
caanot secure such a license, and having secured it he will lose 
it, unless he agrees not to transact any business for any Mutual 
or other Fire Insurance Company that is not a member of the 
Exhange nor can he insure the risks of his clients in any com- 
pany, however responsible, that is not a member of the Exchange. 

The regulations in fact went to the extent of rendering a 
Stock Company liable to expulsion from the Exchange for re- 
insuring any of its risks with a Company that was not or was 
not permitted to become a member of the Exchange. 

The disciplining of the firm of Schiff, Terhune & Co., one of 
the leading firms of Fire Insurance brokers in the State of New 
York fairly illustrates the methods in which the Exchange has 
been engaged. This firm; writes between $1,000,000 and $2.,000,- 
000 a year of premiums. It was a licensed broker of the Exchange 
and signed pledges 1 and 2, one of which it was required to sign. 
By the terms of Pledge 2 the broker must agree not to write in- 
surance or to reinsure with any Company, though licensed by the 
State authorities to do business in the State of New York, unless 
such Company be a member of the Exchange, in consideration of 
which the broker is entitled to receive an additional 5% com- 
mission from the members of the Exchange with whom it writes 
insurance. 

Inasmuch as this additional 5% constitutes the bulk of the net 
profits of the broker after he has paid his expenses for doing 
business, the exaction of this pledge renders this provision in 
cifect obligatory upon him. The charge against Schiff, Terhune 
& Co. was — not that they had cut the rates — but lihat they had 
placed business with a Company that was not a member of the 

8 
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Exchange. The name of the company in question was the Lum- 
bermen's Mutual Fire Insurance Co., which is recognized as an 
important company and which was authorized to do business in 
the State of New York. 

Notwithstanding that fact the Chairman of the Committee of 
the Exchange having in hand the enforcement of these regula- 
tions decided that the rules of the Exchange made it obligatory 
upon the Committee to revoke the certificate of Schiff, Terhune 
& Co. They were promised, however, that there would be no 
publication of this action, but three weeks later the Committee 
of the Exchange reversed its policy in that respect, the fact was 
published and the business of the firm which had been built up 
as the result of years of effort was threatened with ruin. The 
policy in question that had been placed with the Lumbermen's 
Insurance Company was for several hundred thousands of dol- 
lars and involved a saving from; the Exchange rates of 33%%, 
although as before stated, the charge was not of cutting the rates 
but the (to the Exchange) far more serious offense of having 
placed the insurance with a Company that was not a member of 
the Exchange. The effect of the cancellation of the license of 
Schiff, Terhune & Co. was that under the regulations no mem- 
ber of the Exchange was permitted to pay them any commission 
for business done with them. They were previously permitted 
to continue to place insurance without pay and defray their own 
expenses if they saw fit — a stupid attempt to evade the laws 
against conspiracy, which accomplished no such result. 

Mr. Schiff testified as follows: 

" The policy that I wrote through the Lumbermen's Fire 
Insurance Company was a substantial policy of a depart- 
ment store. I know this company to be solvent. That is 
the way attempts at competition are treated by the Exchange. 
I don't know of any stock company today who are not mem- 
bers of the Exchange. You are not allowed as a broker in 
the Exchange to insure a Mutual. That is against the 
rules." 

The Secretary of the Exchange, Mr. Willis 0. Robb, gave tes- 
timony to the same effect, both with respect to the exclusion of 
Mutuals and the regulations affecting brokers. At the time of 
the taking of testimony on this branch of the inquiry there were 
approximately 8,100 brokers licensed in the Exchange, all of 
whom were subject to these restrictions and all but two had 
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signed pledges 1 and 2 as they were bound to do to be able to 
conduct business at a profit 

It was agreed by the representatives of the New York 
Exchange that the practices complained of: (1) of exclud- 
ing Mutuals from membership in the Eating Bureaus; (2) of 
prohibiting the members of the Exchange from re-insuring with 
Mutuals; (3) of requiring brokers duly licensed by the State to 
sign pledges not to do business with Companies authorized by 
the State of New York to transact business in the State that 
were not members of the Exchange, — would, be abrogated and 
tlie resolutions and by-laws under which such action was enforced 
would be repealed and that the Constitution, By-Laws and Regu- 
lations of all the Exchanges in the State of New York would be 
inmiediately revised and amended so that Mutuals would be 
admitted to membership, that the members of the several Ex- 
changes would be permitted to reinsure witi them and that the 
restrictions upon the brokers^ activities would be removed. 

It was further agreed by the representatives of the Exchange 
that the Stock Companies would agree — and would in good faith 
cooperate with the Committee in the enactment of legislation that 
would require that the rates of premium fixed by these various 
Exchanges in combination and that the public is required to pay 
should be thereafter placed under the supervision and control of 
the Superintendent of Insurance subject to the right of appeal 
to the Courts by either party. This proposed amendment to the 
law is to be found among the recommendations of the Committee 
in the passage of which it expects the cooperation and support 
of the Stock Companies and their Bureaus in compliance with 
their agreement. 

Your Committee finds that the regulations of the various 
Exchanges have been amended so far as concerns the removal of 
the ban upon the Mutuals and that they are being admitted to 
membership in the Exchange. 

The right of appeal to the Courts by either party from the 
determination of the Superintendent as to rates has been inserted 
in answer to the testimony of Mr. Whitney, the Manager of the 
Casualty Bureaus, to the effect that the same power of supervision 
applicable to the rates fixed for the Fire Companies should apply 
to the lines of insurance covered by his Bureau and that the only 
objection of the members of his Bureau to like supervision was 
the fear that the Superintendent might fix the rate too low from 
considerations of political expediency. 



CHAPTER 15. 
WOBEBSEN'S COMPENSATION INSX7BAN0E. 

When the Legislature made compulsory the compensatory 
insurance of workingmen against death and injury, it became 
its duty to provide the means of insurance on the lowest possible 
terms consistent with the welfare of the workmen so as to make 
the burden upon industry as light as justice would permit. It 
was not intended to make of this requirement a money-making 
venture. This obligation was recognized in creating the State 
Fund, against the concentrated opposition of the Companies. 

The bitter contest of the Companies over the creation of the 
State Fund resulted in compromise whereby the Companies that 
were already in the field were permitted to remain in competition 
with the State Fund. 

The private companies have strenuously fought the State Fund. 

The State Fund sells this insurance for at least 15 per cent less 
than the rates fixed by the Stock Companies but it does about 9 
per cent of the business. The Stock Companies do 70 per cent 
and the Mutual Companies do the remaining 21 per cent of the 
business. 

The total amount of premiums written in the State of "New 
York in 1920 for Workmen's Compensation Insurance was 
$43,901,451, of which the Stock Companies did $30,462,898, 
the Mutuals, $9,640,248, and the State Fund, $3,798,305. 

There is no mystery about methods that have been employed 
against the State Fund and the Mutual Companies. The facts 
thus established are taken from the records of the Companies 
themselves ; the letters they have written, the propaganda that is 
being openly distributed by their vast publicity bureaus and the 
testimony of officers of the National Bureau of Casualty and 
Surety Underwriters, which came into existence on November 1, 
1921, as the successor to the National Workmen's Compensation 
Bureau. 

The Statute limited the authority of these Bureaus to the mak- 
ing of rates. It does not contemplate the uses to which the Bu- 
reaus have been put nor the extension of those purposes involved 
in the new Bureau. 

The following provisions from its by-laws constitute the key- 
stone in its campaign against the State Fund and the Mutuals: 

[22S1 
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"Eesolved, That there is a vital difference between State 
Insurance Funds and all other forms of insurance recoverage 
and this Bureau and its membership should openly and con- 
sistently oppose by all proper means State Insurance Funds 
as they now exist as well as the establishment of such funds 
in States where they do not exist.'^ 
Mr. Whitney testified on this subject (P. 6277) : 
" The Bureau has put itself on record as being opposed 
to the State Fund in this State. It is opposed to all State 
Funds." 

Resolution No. 17 of the Bureau (P. 6284) : 
" That it is the duty of the members of the Bureau to act 
together in an effort to preserve the administration and con- 
trol of the business of its members ; this statement of the right 
of self -regulation is, however, merely an academic declaration 
unless there goes with it a recognition of the obligation of 
every member to yield immediate, complete and constant 
obedience to Bureau rules. 

'' With such obedience the Bureau can successfully combat 
every effort toward undue control from any outside source. 
Without such obedience outside control is probably inevi- 
table/' (Italics ours.) 

The theory on which these potential competitors in this field of 
insurance amongst Stock Companies have been permitted in com- 
bination to fix the rates on the various classes of Workmen's Com- 
pensation Insurance instead of being required, as are other busi- 
nesses, to compete between themselves, involves, of course, the 
strict adherence by them to the rates thus fixed. The law requires 
that the rates shall be adequate but provides no machinery for safe- 
guarding the public against their being excessive or in the direc- 
tion of r^ulating or supervising them. 

When at the time of the organization of the State Fund the 
private companies were allowed to remain in the field, it surely 
was not contemplated that they would be permitted to combine to 
destrov the State Fund. 

The business that would naturally come to the State Fund is 
diverted in three principal ways: 

1. The manufacturers, contractors, merchants and other busi- 
ness men who are required to take Workmen's Compensation In- 
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surance also take accident, public liability, plate glass, automobile, 
burglary, credit and the various other classes of insurance that are 
dealt in by the Stock Companies. All of these lines axe unregu- 
lated in the State of New York. None of them is subject to any 
supervision or control whatever. The Companies in combination 
make whatever rates they choose and the public must pay them or 
go without insurance. 

The testimony taken before your Committee shows instance after 
instance (and hundreds of others could have been submitted if 
time permitted) in which the unregulated lines were reduced, 
sometimes by one-half and more of the total amount of the pre- 
scribed rate to induce the customer to buy Workmen^s Compensa- 
tion Insurance from that particular Company. In other 

words, the Workmen's Compensation rate was indirectly cut below 
the actual cost of doing the business through rebates on the unr^u- 
lated lines which the State Fund is not permitted to write. 

This readily accounts for the inability of the State Fund to 
make headway notwithstanding its apparently superior attractions. 

Mr. Marcy Feder who was from 1910 to 1917 one of the 
Examiners for the State Superintendent of Insurance testified to 
eleven illustrative instances of this form of rate-cutting. In one 
instance the Royal Indemnity Company, a member of the Bureau 
wrote a risk for the S. M. Bixby Co., for 80 cents per $100 of 
payroll, the legal rate for which was $1.80. In another case the 
Aetna Company wrote a bond for the Dohler Die Casting Com- 
pany in 1919 at $1.60 per $100 for which the legal rate was $2.60. 
In still another case the Ocean Accident & Guaranty Corporation 
wrote a 6-year policy on the same sort of unregulated risk (auto- 
mobile trucking insurance) for the Ward Baking Company in 
which there was a reduction from the Bureau rate of $350,000 
over a period of six years. 

It is not difficult to understand why it has been impossible for 
the State Fund to secure any considerable business under these 
circumstances. The Bureau members can almost afford in writing 
large risks to give away the insurance on Workmen's Compensa- 
tion Insurance in order to destroy the State Fund by concessions 
of this character on the unregulated lines in which neither the 
State Fund nor the Mutuals are permitted to compete. 

Mr. Whitney (P. 6349) admits that this cutting of the public 
liability or accident rates has been engaged in by the members of 
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the Bureau as a means of securingr compen-sation insurance at the 
expense of the State Fund and that if the rates for public liability 
were r^ulated the State Fund would be in a better position to get 

business. 

(Mr. Whitney) : 

" The Mutuals in New York State are, I think, to some 
extent doing public liability insurance ; my understanding is 
that at least one company is doing public liability insurance, 
that is, insurance of companies for injuries done to the pub- 
lic. I know that cutting the public liability rates has been 
done to some extent so as to get the compensation insurance 
and the public liability insurance from the same customer, 
but I do not understand that it is done by stock companies 
any more than by the others. 

" If all these rates were regulated (p. 6150), I think the 
State Fund would probaibly be in better position to get busi- 
ness in Compensation Insurance as against the Stock Com- 
panies and as against the Mutual Companies. The State 
Fund does the business for less money than the Stock Com- 
panies. In the past it has been done for at least 15 per cent 
less. I think there is a possibility that the State Fund is at 
a great disadvantage because of the ability of the Stock Com- 
panies to under-cut them on Compensation through the con- 
cession's that the Stock Companies and the Mutual Companies 
make in public liability and other lines and the regulation 
of all these lines would put an end to that sort of discrimina- 
tion in compensation. 

" If the State Fund (p. 6259) had the monopoly of this 
insurance it could do business much cheaper. Instead of 
saving 15 per cent to the people of the State it would proba- 
bly save 30 per cent or more. 

^^ I have a reason other than self-interest for con- 
tending that these Companies (the Stock Companies) 
ought to be permitted to do Workmen's Compensation when 
it is mandatory and when the State could do the business for 
less than one-half of what these people do it if left alone in 
the field" (p. 6458), 

2. The Stock Companies' Bureau, the State Fund and the 
Mutuals together make the rates on Workmen's Compensa- 
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tion Insurance through a separate bureau known as the 
Compensation Inspection Bureau. The New York Law, 
whilst permitting these Stock Companies to write all lines of 
insurance and whilst permitting foreign stock companies to do 
the same, permits the Mutuals to write only certain limited pre- 
scribed lines. They are not allowed to write Plate Glass, Bur- 
glary, Credit, Elevator or any form of Non-Assessable Insu]^ 
ance." 

Their point of weakness in competing with the Stock Com- 
panies thus becomes evident. 

But this is not the only way in which the Mutuals have been 
handicapped. The Superintendent of Insurance, without the 
authority of any Statute has prescribed regulations to the effect 
that Mutual Companies that write any of these forms of insurance 
in the State of New York are not permitted to write other forms 
in other States although they are otherwise permitted to do so. 

Inasmuch as the Mutuals have, as above shown, been prevented 
from writing many kinds of insurance in New York State that 
they are entitled to write in other States, most of the Mutuals 
have by that simple method been driven out of the State or have 
refused to come into it and thus competition has been restricted. 

Nobody has yet been able to answer the question as to why these 
Mutual Companies, some of which have accumulated surpluses 
many times in excess of those of the Stock Companies, should not 
be placed on a par with the Stock Companies, assuming a similar 
state of financial responsibility, but the fact is that they are not. 

Still another injustice to the Mutual Companies lies in the re- 
fusal of the Superintendent of Insurance to permit them to issue 
non-assessable policies such as are issued by the Stock Companies ; 
and still another is the supervision by the State Superintendent 
over the amount of dividends they may repay to their policy- 
holders and the limitations placed by him upon the proportion 
of their earnings that they may withhold and add to their sur- 
plus. 

Why should a Mutual Company that has assets ten times 
greater than a Stock Company in the proportion of its liabilities 
and commitments be prevented from writing the same form of 
non-assessable policies that a Stock Company is permitted to 
write? ; or why should the proportion of profits it may see fit 
to redistribute to its policyholders be subject to the approval of 
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the Superintendent of Insurance so long as there is no question 
of the impairment of its solvency, whilst the dividends of a Stock 
Company, which it pays to its stockholders, are not subject to any 
such supervision? 
Either both or neither should require approval. 

Publicity and Propaganda Bureaus 

3. Perhaps the most improper of all the practices resorted to 
by the Bureau is the dissemination of false and misleading 
statements that are intended to destroy the confidence of the pub- 
lic in the State Fund and the Mutual Companies, thus enabling 
members of the Bureau to secure business at rates that are from 
25 per cent up higher than those charged by the Mutuals and at 
least 15 per cent higher than those charged by the State Fund 
with its limited facilities. 

This publicity bureau is known as the " Workmen's Compensa- 
tion Publicity Bureau '^ (p. 6431). It takes care of all publicity 
and legislation. Mr. F. Eobinson Jones, with an office at 80 
Maiden Lane, "New York City, is the Secretary of that Bureau. 
On this subject Mr. Whitney testified (p. 6432) : 

" The member companies of the Bureau have a Publicity 
Bureau. The Fidelity and Casualty Companies who are 
members of our Bureau are not members of the Publicitv 
Bureau. I don't know what it costs to run that Publicity 
Bureau. The Travelers and Aetna both have their own Pub- 
licity Bureaus. These Bureaus, I believe, act in cooperation 
with Mr. Jones. I believe that the Publicity Bureau has 
charge of the legislation.* I believe that Mr. Lott has a con- 
nection with the Publicity Bureau. It does this work 
throughout the United States. 

" It is from this Publicity Bureau that the representatives 
are sent or employed when legislation affecting the insurance 
interests crops up in any part of the United States. I have 
no knowledge of the cost of the Publicity Bureau. I believe 
the Publicity Bureaus have agencies or representatives in 
different States to keep them advised on proposed legisla- 
tion. 

" The magazine called ^ The Insurance Field ' is a trade 
organ of the insurance interests. I do not know whether 
the Insurance Companies own part of the stock. I did not 

•All italics in Report are those of Committee. 
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know that the * Insurance Field ^ had been engaged in quite 
a campaign of attack on the Lockwood Committee.'^ 

Here the witness was shown a mass of material issued in the 
name of Mr. Lett and others. 

Mr. Whitney said: 

" When I said that the Companies were sick I meant that 
there were certain changes which should be made in the Stock 
Insurance Plan (p. 6425).'^ 

When asked why Mr. Lott in his articles distributed through 
this Publicity Bureau called the Mutual business socialistic, Mr. 
Whitney said : 

" It was because the policyholders get back the profits in- 
stead of the stockholders taking them themselves." 

" Your Committee has not yet been able to investigate the 
cost to the policyholders of this State and of the country of 
these vast Publicity and Legislative Bureaus but intends, so 
far as it is able, to do so with a view of hereafter proposing 
legislation that would put an end to the use of the Bureaus 
for such purposes. 

The rates that are now being exacted by stock companies upon 
lines of Workmen's Compensation Insurance directly connected 
with the building industry appears from the following schedule 
(Exhibit 1013), that was made up by Mr. Feder from the rec- 
ords of the Bureau and was admitted by Mr. Whitney to be co^ 
rect. It shows the rate of insurance exacted for various classes 
of mechanics in the building trade on each $100 of payroll and 
has been in existence since 1915: 
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Classification 



Grading land (6041) 

Cellar excavation (6227) 

Sewer building (6300) 

Pile driving (6222) 

Sheet metal work (5539) 

Iron and steel erection (5057) . . 

Plumbing (5183) 

Steam pipes or boilers — insula- 
tion (5184) 

Elevator erection (5160) 

Carpentry (5401) 

Ad(&tions, alterations and re- 
pairs (5602) 

Carpentry — private residences 
— Ulterior trim (5643) 

Masonry or concrete work — 
private residences (5642) 

Concrete work — reinforced 
(5204) 

Concrete work -— foundations 
for buildings (5209) 

Pjunting and decorating — away 
from sbop (5499) 

Plastering (5480) 

Salvage operations (5704) 

Coal docks — - c^ieration (7313). 

Building material dealers (8205) 

Coal merchants (8230) 

Buildings — janitor work (9014) 

Totab 



Present 


Indi- 
cated 


pure 
pre- 
mium 


pure 
pre- 

• 




mium 


.28 


.051 


.55 


.120 


.83 


.321 


.60 


.079 


.55 


.106 


1.10 


.034 


.14 


.014 


.14 


.007 


.69 


.029 


.28 


.083 


.28 


.016 


.28 


.073 


.42 


.134 


.55 


.132 


.55 


.123 


.11 


.007 


.17 


.041 


1.38 


.152 


.22 


.003 


.14 


.024 


.17 


.051 


.28 


.006 


.35 


.083 



Premium 
coUeoted 
to pro- 
vide for 
losses 



$60,769 
32,904 
64,349 
55,942 
16,914 
18,924 
74,346 

8,015 

16,936 

213, 189 

54,005 

63,955 

147,944 

154,265 

88,467 

10,032 
12,861 
2,507 
1,622 
8,960 
7,819 
37,944 



$1,153,659 



Actual 
losses 



$11,080 

7,163 

24,897 

6,313 

3,248 

590 

23,817 

376 

718 

63,166 

2,996 

16,748 

47,205 

37,138 

19,794 

652 
3,074 

277 

26 

1,555 

2,368 

872 



$274,062 



Ratio of 
premium 
collected 
to actual 
losses 



Per cent 
548 
459 
258 
885 
521 
3,212 
316 

2,133 

2,359 

337 

1,805 

382 

313 

416 

449 

1,539 
419 
906 

6,491 
576 
331 

4,349 



421 



Note. — The above table comprises only a portion of the total number of con- 
tractor's classifications, but a similar tremendous maigin of profit exists in the rates 
for other classdfications, not listed above. The fljx>ve experience is on a countrywide 
basis. There is no New York experi^iee available for individuiU classifications. 

As the wages of each mechanic and workman increase the pay- 
roll, of course, correspondingly increases^ The result is that at 
the present time when wages are double what they were in 1915, 
when this schedule was put into effect, the insurance premiums 
have likewise doubled on the same risks, yet there has not been a 
reduction of a penny on the rate. The effect has been to double 
the rate. Mr. Whitney admits that the rates should be cut in 
half. The Committee is of opinion that they shotdd be largely 
reduced. Mr. Whitney says that in September, 1920 (after the 
resolution appointing this Committee had been enlaiged so as to 
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include an investigation of the practices of these Companies) ^ 
his Bureau decided to take up this question and called for data 
with the view of revising these rates. That was eighteen months 
ago. That was after these exorbitant rates had been for five 
years in operation. He tells us that they have not yet "gotten 
around to it." Meantime the members of the Bureau continue 
to levy this oppressive burden upon the building industry. 

It will be noted from the above schedule that the general average 
of premiums to losses in all these classes of insurance is about 450 
per cent, but that the classification is so unjust that in individual 
cases, based upon iihe experience of the members of the Bureau 
the premiums are from 2,000 per cent to 6,000 per cent of the 
losses. It must be remembered that these figures are taken from 
the records of the Bureau itself, gathered by it from its members. 

Mr. Feder testified in this connection (p. 6463) : 

" Exhibit 1013 is the statement I took from the Bureau 
records and is accurate. The rate has not been changed. I 
found that on contractor's classifications they were on an 
average 150 per cent to 200 per cent excessive. In one case 
they were over 3000 per cent excessive. No new rates have 
been promulgated yet. I am in favor of State regulation. 
Compensation Insurance is a considerable item in building 
operations. Compensation, Liability, Automobile, Trucks 
and the like ranged in building as high as $30 per $100 pay- 
roll. I would say that the total percentage of the cost of 
huilding ahsorbed in the various classes of insurance would 
probably be nearly 5 per cent to 6 per cent but I could not 
say definitely what percentage, 

"From the vast difference of the cost of insurance in 
Pennsylvania and in New York it seems that there must be 
some jugglery of payrolls with the c(K)peration of the In- 
surance Company. From the figures of the policies issued 
in 1916 and 1917 in the 1920 revision of rates we found that 
the total composite payrolls were about equal in both states 
of New York and Pennsylvania; about one and two-thirds 
billions of dollars, and we also found that the payrolls for a 
very high rate of classification, like iron and steel erection 
were only $2,500,000 in New York and $7,500,000 in Penn- 
sylvania and it is my belief that that came from juggling the 
iron and structural workers into another classification be- 
cause the total payroll is approximately the same." 
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What Mr. Feder means by this is that the figures indicate that 
in New York where the payroll of workmen on iron and 
steel erection is only $2,500,000 as compai*ed with $7,500,000 
in Pennsylvania, the Companies in New York are putting 
iron and steel erectors into less expensive classifications in order 
to obtain competitive business. Perhaps that is another reason 
why the State Fund and the Mutuals cannot get any of this 
business. 

It is difficult for the Committee to realize that the labor on 
steel erection in the State of Pennsylvania in the year 1&20 
amounted in volume to three times the value of like labor in New 
York State! This view is confirmed by the comparative rates 
charged by the Bureau Companies for Workmen's Compensation 
Insurance on labor of that class in New York and Pennsylvania. 
It will be noted that the rate in New York is $28.99 per $100 
payroll. In Pennsylvania the rate is $4 per $100 payroll but 
the benefits in Pennsylvania are only one-half what they are in 
New York. Equalizing the benefits by doubling the Pennsylvania 
rate we have a rate of $8 per $100 payroll for iron and steel 
workmen in Pennsylvania against a rate of $28.99 in New York. 
(P. 6488-6489). 

On Carpentry the rate in Pennsylvania is $2.10 per $100, the 
benefits being only one-half what they are in New York. Doub- 
ling this rate to equalize the benefits the cost in New York should 
be $4.20 per $100 payroll, instead of which it is $12.16. 

" These are Workmen's Compensation regulated lines.'' 

Says Mr. Feder: 

*' There is no adequate check, it seems to me, made on the 
correctness of the classifications of these risks. The Super- 
intendent of Insurance as such has no power of revision to 
that extent. He has no power to reduce the rates ". (P. 
6439.) 

Eegulation of Workmen's Compensation Insurance alone, how- 
ever rigid or effective, will not be of the slightest avail unless 
accompanied by the regulation of all lines of insurance (other 
than life insurance). The unregulated lines in which there is 
no competition will simply continue to be used, as they are now 
being used, as a cover to break the rate on the regulated lines. 



CHAPTER 16. 
CONTROL OP STOCK INSURANCE COMPANIES. 

In the State of New York stock insurance companies have a 
control under present laws of the following kinds of insurance. 

Fidelity and Surety Insurance. 

Credit Insurance. 

Burglary Insurance. 

Plate Glass Insurance. 

Elevator Insurance. 

Non-assessahle Workmen's Compensation Insurance. 

l^on-assessable Liability Insurance. 

^JsTon-assessable Automobile Casualty Insurance. 

The people of New York have purchased different kinds 
of casualty insurance in the following amounts exclusively from 
stock companies as shown by the New York Insurance Depart- 
ment Eeport, Casualty, 1920 (Business of 1919), also 1921 
(Business of 1920). 

Business of Business of 

1919 1920 

Fidelity and Surety $9,163,374 41 $10,737,766 69 

Plate Glass 2,179,568 45 4,604,014 38 

Burglary 3,850,471 86 6,180,138 22 

Workmen's Compensation. . 25,668^512 17 30,462,898 33 

Total $15,198,264 69 $21,531,432 19 



Tn addition, the people of New York have secured different 
kinds of casualty non-assessable insurance in the following 
amounts exclusively from stock companies, as shown by the same 
report : 

Net Premiums in New York 

Liability Insurance $18,326,139 67 $22,611,081 71 

Workmen's Compensation . . 25,668,512 17 30,462,898 33 

Automobile and Teams Prop- 
erty 4,120,957 18 6,014,797 50 

Other classes in which the 
mutual companies were per- 
mitted to compete only as 
to automobile and live 
stock on the assessable plan. 1,263,544 12 2,186,003 16 

Total $49,379,153 14 $61,174,780 70 

[238] 
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In addition, the stock companies did a business in steam boiler 
insurance with premiums amounting to $696,980.78 in 1920. 
In 1921, amendment of Section 70 permitted the transaction of 
steam boiler insurance by mutual companies. 

The effect in New York State on various kinds of insurance is 
shown by the respective amounts paid by the stock companies to 
policyholders for losses on the various kinds of insurance dur- 
ing 1920. 

Paid for Losses per $100 
Kinds of Insurance Premiums Received — New York 

Accident Insurance $88 50 

Health Insurance 53 40 

Liability 40 10 

Workmen's Compensation .... 43 30 

Fidelity 30 40 

Surety 19 30 

Plate Glass 44 50 

Steam Boiler 8 20 

Fly Wheel & Engine Breakage. 18 50 

Bui^lary and Theft 39 70 

Credit 35 50 

Sprinkler 60 90 

Automobile Property Damage. ,56 80 

Live Stock 66 30 

The foregoing figures are taken from the Spectator Insurance 
Tear Book of 1921, pp. A 346-351 and A 464-481. 

It will be noted from this table that the return to the policy- 
holder is highest in the case of live stock where there is mutual 
competition and in the case of sprinkler leakage where there is 
very active competition by the New England factory mutuals, and 
in the case of automobile property damage where there is competi- 
tion by the automobile mutual companies, also in health insurance 
where there is competition by fraternal and local mutual organi- 
zations and more recently by the larger life insurance companies 
(mutual). There is also a larger return to policyholders in work- 
men's compensation where there is competition by the mutual com- 
panies. There is no competition by the mutual companies in 
fidelity and surety, burglary and theft, or credit insurance, nor 
was there any competition in 1920 in steam boiler and fly wheel 
insurance. 
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The amounts of policyholders' premiums required for each $100 
of incurred losses in 1920, as shown by the New York Insurance 
Eeport, Part III Casualty, page XLV, were as follows : 

Premiums Earned to Each $100 Losses Incurred. 

N«t Cost 
Premiums Less Return to Policy* 
Ekirned of Savings holders 

21 N. Y. Stock Cos $206 38 None $206 38 

29 Other State Stock Companies.. 204 62 None 204 62 

8 Alien Companies 191 95 None 191 95 

19 N. Y. Mutual Cos 172 37 $19 72 152 65 

6 Other State Mutual Companies. 207 71 64 97 142 74 

The savings resulting to the policyholders in the mutual com- 
panies appear to he more than one fourth of the premiums and 
these savings were effected very largely on workmens' compensa- 
tion insurance where the stock companies have been compelled 
to reduce their expenses to a much greater degree than in other 
lines of insurance. 

New York Ruling Arbitrary. — The ruling of the Superin- 
tendent of Insurance of New York that a company cannot tran- 
sact outside of New York any insurance which it may not transact 
in New York is not authorized by the New York Insurance Law. 
The only provisions of the Insurance Law on this question are 
those parts of Sections 9 and 25 which read: 

" No corporation or individual shall transact in this state 
any insurance business not specified in the certificate of 
authority granted by the superintendent." Sec. 9, Parker's 
New York Insurance Law, 1920. 

"A foreign insurance corporation may transact in this 
state only such kind of business as, under the laws of this 
state, a like domestic insurance corporation is authorized 
to transact. 

"No such corporation shall transact any business in this 
state not specified in the certificate of authority granted 
by the superintendent." Sec. 25, Parker's New York In- 
surance Law, 1920. 

The Superintendent of Insurance exacts from each company 
from another state an agreement not to transact anywhere any 
business for which it may not be licensed in New York. 



Intermediate Report 241 

The effect ©f this requirement is to keep out of Xew York 
iState a considerable number of substantial mutual companies 
and also to restrict mutual companies doing business in New 
York to the transaction throughout the country of only the lim- 
ited kinds of insurance permitted to mutual companies in New 
York. 

This rule is not applied to alien stock insurance companies 
from foreign countries which quite often combine with casualty 
insurance, life insurance, and other kinds of insurance which, 
cannot be transacted by such companies in New York. Nor is 
this rule applied to large stock companies of other states which 
combine in the same company life and casualty insurance. 

The result of this rule is that casualty insurance companies 
licensed in New York and transacting in 1920 a total business of 
$412,660,055.30 in net premiums, out of a total of about 
$500,000,000 for the whole United States, are compelled to sub- 
mit throughout the entire United States to the restrictions imposed 
by New York in favor of the large stock insurance companies. 

(For three years and more the mutual insurance companies 
have asked the New York Insurance Department to remedy this 
situation by abrogating this rule, by removing the restrictions 
npon the transaction of the different kinds of insurance by 
mutual companies, by providing for the organization of mutual 
companies to transact any kind of insurance, and by removing 
the prohibitions against the issue of non-assessable policies by 
mutual companies. 

Instead of providing for the transaction of all kinds of insur- 
ance by mutual companies under proper safeguards as has been 
done in other states, New York has separate and distinct articles 
providing merely for the transaction by mutual companies of 
workmen's compensation insurance, liability insurance, automo- 
bile liability, automobile fire, steam boiler, and health and acci- 
dent insurance. These forms, with the exception of the steam 
boiler and automobile insurance, are confined to mutual com- 
panies which already write workmen's compensation insurance. 

Throughout the entire United States the field has been opened 
most freely to the transaction of workmen's compensation insur- 
ance by the mutual companies. 

Since the first workmen's compensation laws were enacted, in 
1911, the enactment of each such law has been accompanied by 
some provision for the transaction of this business by mutual 
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companies. Generally, these laws have been very limited and 
it has been necessary for the mutual companies to go into the 
State Legislatures to get permission to do the related kinds of 
insurance, such as public liability, automobile, and health and 
accident insur-ejice. 

The Xew York Insurance Eeport for 1921, Part III, page 
533^ shows that the Superintendent of Insurance took possession 
of the Casualty Company of America in 1917, under Section 63, as 
an insolvent company, and that it had outstanding unpaid com- 
pensation claims of $868,916.29. Of this amount only $232,- 
581.34 is shown as allowed. It is believed that 25% has now 
been paid. The unfortunate workmen and their dependents un- 
doubtedly have been the sufferers. 

The !N'ew England Equitable Insurance Company of Boston 
was placed in the hands of the receivers in 1917 at which time 
it had outstanding workmen's compensation liabilities estimated 
at $88,000. (See Massachusetts Life and Miscellaneous Eeport 
1917, p. XIX.) The Massachusetts reports on this company dui^ 
ing the past four years and more show that no payments have been 
made to the injured workmen and their dependents. 



CHAPTER 17. 

HOME CONSTBUCnON; BTTILDINa AND LOAN 

ASSOCIATIONS. 

The solution of the problem, of course, lies in the erection of 
more housing. The home of the individual and the family af- 
fects the welfare of the entire community. From the home 
emanates everything that makes the Conamunity, the State and 
the Nation. Unless the home is assured to the average citizen at 
a reasonble price, the result will not only affect that individual 
and family but the general public. 

At the special session September, 1920, the Committee offered 
and the Legislature passed the bill granting local authorities the 
right to ex^npt from taxation for local purposes, for a period, all 
new buildings erected exclusively for housing, provided construc- 
tion was commenced before April 1st, 1922, and the premises 
ready for occupancy within two years thereafter. 

The City of New York and several other cities adopted local 
ordinances putting said law into effect. Home construction had 
been practically at a stand still for five years. The effect of the 
Tax Exemption Law was immediate, and in New York City from 
the date of the adoption of the ordinance, February 21, 1921, to 
December 31, 1921, upwards of $300,000,000 worth of new home 
construction was started, completed, or is now imder way. 

The exemption means an approximate saving of twenty per 
cent of the cost of the building over the ten year period. It is 
not unfair to owners of existing buildings, because their proper- 
ties were built on the old cost basis and if no new buildings were 
constructed the owner of the old property continues to pay all the 
taxes for support of government and is of the many who would 
suffer by reason of the resulting conditions of unrest and ill 
health. Building induced by partial Tax Exemption will give 
more employment, will help all of the people and ultimately add 
to the taxable values. There will be no loss of tax income for the 
land will be assessed and continue to pay taxes as at present. 
The buildings are not now assessable because they are not now in 
existence, and will not be in existence unless some substantial in- 
ducement is held out in order to partially offset the abnormal cost 
of construction. 

[243] 
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Other States have passed similar bills and the Federal Gov- 
ernment has made exemptions from taxation to certain industries 
to stimulate work. The law is optional in form and the advis- 
ability of its adoption is passed upon by the local authorities, who 
are in direct touch with the situation in their respective communi- 
ties. They must know whether or not such a measure is needed 
and will give the required relief. Unemployment is one of the big 
jjroblems of today and in New York City alone the Tax Exemp- 
tion Law has kept thousands of mechinics directly employed on 
new home construction and thousands more employed on the ma- 
terial that goes into the construction. The Committee, therefore, 
recommends az extension of the time when new construction must 
begin to take advantage of the law from April 1, 1922, to April 
1, 1923. 

Much has been accomplished for home building and home own- 
ing by the Building and Loan Associations of the State of New 
York. These Associations are carefully supervised by the State 
Superintendent of Banks. Their work is highly commended bv 
the Committee. While their resources and the amount they have 
loaned has largely increased in the last five years, their operations 
have been hampered because the bonds of the State Land Bank, 
with which they re-discount their mortgages have not been readily 
saleable, the income on them is subject to Federal Taxation. 
Thus they cannot fairly compete with the millions of dollars worth 
of bonds exempted from all taxation issued bv the Federal Farm 
Loan Banks. 

Number of Total Mbrtgage 

Year Associations Besources Loans 

1917 253 $86,072,829 $75,580,810 

1918 249 89,017,871 76,427,796 

1919 254 100,259,014 87,989,675 

1920 267 115,779,779 102,167,041 

1921 276 181,260,000 118,000,000 

1021 estimated. 



CHAPTER 18. 
SEASONS FOB EXTENDINO THE COMMITTEE. 

The above references to the unfinished work of the Committee 
include only in a general way a part of the work that remains to 
be done. There should be added the following : 

1. Objectionable provisions contained in the various Constitu- 
tions, By-Laws, Rules and Regulations that are known to exist 
among Labor Unions in cities of the State, and agreements be- 
tween the Unions and Associations connected with the building 
industries in cities not yet investigated. Unless these objectionable 
provisions and practices are abrogated they should be inquired 
into and corrected. 

2. The comprehensive reforms in the Labor Unions that the 
Committee has been promised would be inaugurated should be 
closely followed and the officials of the Unions should be required 
to make proof of the manner and extent to which the promised 
reforms have been made. 

3. Other Employers Associations have not yet been examined. 
There are believed to be combinations existing among the con- 
stituent members of such Associations. 

4. The investigation into the New York Building Trades Em- 
ployers Association and its constituent associations should be con- 
tinued until all the activities of the parent association and its con- 
stituent members have been made known and their illegal activities 
suppressed. 

5. Of the illegal combinations in the building industries oper- 
ating in Greater New York, some of them local Associations 
and others extending throughout the State and Nation, many of 
them against whom violations of the State or National Anti-trust 
laws have been established have not yet been presented for prosecu- 
tion. In their presentation, your committee can render material 
aid. 

6. The Committee suspended the examination of witnesses 
upon the promise of officials of these associations of competitors 
to in good faith disband their price-filing organizations and re- 
sume competition. The Committee should recall the officials of 
these Associations for the purpose of determining to what extent 
they have been dissolved. 

[245] 
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7. Local combinations in the building industries in other cities 
of the State are still to be inquired into. 

8. The examination into the investments of the Life, Fire, Cas- 
ualty, Fidelity and Surety Companies is not fully complete. The 
Committee has examined officers of only two Life Insurance Com- 
panies. 

9. The manner in which owners of tenement and apartment 
properties have evaded the Emergency Rent Laws and the frauds 
practiced by them upon tenants is still to be established by sworn 
testimony. The Committee has thus far been able to call only 
a few of the many men engaged in these practices to the witness 
stand. There are others whose operations should be exposed for 
the better protection of tenants and as a basis for further legisla- 
tion. 



CHAPTER 19. 
RECOMMENDATIONS FOR LEGISLATION. 

Your Committee respectfully submits the following recom- 
mendations for legislation: 

(1) Emergency Rent Laws. 

1. A bill extending these laws until February 15th, 1924. 

2. A bill extending the tax exemption law so as to extend the 
time to commence construction in order to secure exemption from 
taxation until April 1st, 1923. It is not contemplated, however, 
that the period of exemption shall be extended. 

3. A bill providing that for the purpose of determining reason- 
ableness of rent the assessed valuation of premises be presumptive 
evidence of the actual value. 

4. A bill providing for the return of jury fees that have been 
paid by tenants whose cases are not separately tried. 

5. A bill providing for the dismissal of an action with costs 
in favor of the defendant in cases brought in the wrong district. 

6. A bill providing that the defendant shall be entitled to costs 
in an action if the plaintiff does not succeed in recovering more 
than the amount previously paid by the defendant. 

7. A bill clarifying the present provision of the law as to the 
payment of three monthly instalments of rent. 

8. A bill clarifying the present law in relation to the deposit 
of rent in court and the payment of the same to the landlord. 

9. A bill requiring the landlord to give thirty days notice of 
an increase of rent. 

10. A bill providing that after foreclosure of a mortgage 
tenants may not be dispossessed except in cases where summary 
proceedings are maintainable. 

11. A bill providing for the creation of either a new court 
district or the appointment of additional justices in the seventh 
district of Manhattan. 

(2) Illegal Combinations. 

1. A bill amending the S'ate Anli-Trust Law known as the 
Donnelly Act, in the following particulars: 

(a) Eepealing the provision giving to the Courts the dis- 
cretion to impose only fines upon individuals or firms or to 
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248 Joint Legislative Committee on Housing 

suspend prison sentences or the execution thereof, the pur- 
pose of the amendment being that wherever individuals are 
convicted of violating the Act it will be made compulsory 
upon the Ctourt to impose a prison sentence of not less Uian 
three months or more than one year in addition to such fine, 
if any, as the Court may in the exercise of its discretion see 
fit to impose. 

(b) Defining the meaning of the term *^ any article or 
commodity in common use " in the act, so that it shall speci- 
fically include combinations among contractors, manufactur- 
ers and dealers in building materials used in the construction 
of buildings though the same be used in connection with labor. 
The purpose of this amendment is to reverse the rule of law 
laid down in the case of a combination of mason contractors 
who were indicted for fixing by agreement between them the 
prices per cubic yard for constructing and furnishing stone 
walls and foundations to buildings in which case the Court 
held that inasmuch as labor entered largely into the per- 
formance of the contract this did not constitute a combina- 
tion with respect to ^^ an article or commodity in common 
use." 

The Committee sees no distinction between price-fixing 
combinations of contractors to furnish foundations and those 
that furnish the fronts of buildings, or the trim or any other 
part of the structure. 

2. There is ako separately submitted without recommendation 
for the consideration of the Legislature a Bill having for its pur- 
poses the creation of a State Trade Board and of prohibiting cor- 
porations or Joint Stock Association from becoming members of or 
connected with any Trade Association, Society, Club, Library, In- 
stitute or other form of organization of competitors under what- 
ever name or pretext or from becoming parties to any trade agree- 
ment with competitors, without having first received the previous 
approval of such Trade Board. 

The primary purpose of this legislation is to create a body with 
wide supervisory and investigating powers that will be able at 
all times to discover, suppress Associations or agreements 
between competitors that have for their purpose the fixing of 
prices, the regulation of output, division of territory or other 
methods of restraining or interfering with the free fiow of com- 
petition and to gather the evidence on which to prosecute offenders 
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against the State Anti-Trust Laws and tbe laws of conspiracy 
against trade. 

Assembly McWhinney <md Hamill do not approve of the 
foregoing recommendation. They take the position that the 
matter should he left to the discretion of the Court. 

Senator CotUlo approves of the foregoing recommendation, 
but believes that the Donnelly Act should be amended so as 
to take away aill exemptions. 

A Memorial to Congress 

3. The Committee herewith recommends and presents for adop- 
tion a proposed Joint Eesolution to be passed by the Legislature 
memorializing Congress: 

1. To amend the Federal Anti-Trust Laws so as to take 
from the Courts the discretion of imposing fines upon indi- 
viduals upon conviction for violation of those laws and to 
compel the imposition of prison sentences, as has been 
recommended with respect to the amendment of the State 
Laws. 

2. To enlarge the powers of the Federal Trade Commis- 
sion so that it shall be vested with the same powers with 
respect to interstate corporations and associations as axe pro- 
posed for the State Trade Board with respect to State Asso- 
ciations and to prohibit interstate corporations in like man- 
ner from becoming members of trade Boards, Associations, 
Clubs, Societies, Institutes, etc., in like manner as is pro- 
vided with respect to the State Trade Board. 

Your Committee believes that this unusual action is not only 
justified but made necessary by the facts that have been devel- 
oped, from which it appears, as set forth in the Eeport, that in 
almost every line of industry connected with building construc- 
tion there are Nation-wide combinations between corporations 
engaged in interstate commerce, some of which have their main 
offices in the City of New York, some in Buffalo and others in 
Pittsburg, Chicago and elsewhere, scattered throughout the 
United States, all of which are oppressing and burdening the 
people of this State as well as of other States by excessive prices 
resulting from price-fixing, division of territory, restriction of 
output, falsely pretending to estimate and sell in competition 
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with one another when in point of fact their estimates are made 
in consultation and by agreement and that they are by innumer- 
able other unlawful devices preying upon the people of the 
country. 

It is impossible to control these offenders by State prosecutions 
or through the legal machinery of the State. In many cases they 
are not within State jurisdiction and the proofs necessary for 
prosecution cannot be secured here. The cooperation of the 
Federal authorities is essential. Its present administrative and 
legal machinery have been proven by experience to be likewise 
insufficient and inadequate. Nothing short of close cooperation 
between Federal and State authorities by way of legislation and 
in the prosecution of offenders can possibly relieve this situation. 

Assemblyman McWhinney and Hamtll do not approve of 
the foregoing recommendation, 

(3) Insurance Companies and Financial Institutions. 

1. A Bill requiring Insurance Companies (without however 
compelling them to dispose of their present securities) to invest at 
least 40% of their future investable funds in mortgage loans on 
improved unencumbered real property to an amount not to exceed 
^^%% of the appraised value of such property until the total 
amount of such mortgage loans shall from year to year equal 
30% of the total assets of such companies. This limit has already 
been exceeded by the largest of these companies; others have 
reduced their previous proportion of investments in this class of 
security in favor of more speculative and less desirable forms of 
security. 

Senator LocJcwood and Assemblyman C(mlfield dissent on 
the ground that vjhile they believe the investments of Insur- 
ance Companies should be restricted to high doss securities, 
such as a^e now permitted for Life Insurance Companies and 
Savings Banks, they do not believe in a compulsory invest- 
ment law, requiring these corporations to invest a specific 
amount of their assets in one designated class of securities. 
The companies do a world-wide business (md such legisla- 
tion might lead to similar or more special legislation in other 
Gourdries and States, which might be to the disadvantage 
of the New York Companies and lessen the amwunt they 
would be able to loan on mortgages in New York, 
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As armmm^ at the heffinning of the hearings Senator* 
Lockwood did not take part in the examination of Life 
Insurance Companies and their financial affairs, nor par- 
ticipate in the framing of recorwmendations, relating thereto. 
His part therein has been confined to the dissent here set 
forth. 

2. A bill amending section one hundred of the insurance law, 
as amended by chapter four hundred and eighty-eight of the laws 
of nineteen hundred and twenty-one, so as to strike out the pro- 
vision giving to the superintendent of insurance the right to ex- 
tend beyond nineteen hundred and twenty-six the period within 
which such companies are required to dispose of their stock in- 
vestments. 

The original section required the disposition to be made within 
five years after December thirty-first, nineteen hundred and six, 
and the legislature has extended that date from time to time until 
December thirty-first, nineteen hundred and twenty-six. 

Becommended 

3. A Bill amending Section 141 of the Insurance Law so as 
to provide for State supervision over all rates and rate-making 
Bureaus and organizations, and limiting the activities of these 
bureaus and subjectng them and their practices to State control. 

4. A Bill Granting to all Mutual Insurance Companies that 
provide saf guards- to policy holders equal to those provided by 
the Stock Compaaies^ the same right to transact all kinds of 
insurance as are now possessed by Stock Companies organized 
under the laws of this State and of foreign states and countries. 

5. A Bill permitting Mutual Employers Liability Corporations 
to divide their directors into groups whose terms may expire in 
different years, in the same manner in which Stock Corporations 
are now so permitted. 

6. A Bill prohibiting the conversion of Mutual Companies into 
Stock Insurance Companies. 

7. A Bill requiring all Insurance (except Life Companies) 
Companies to sell and dispose within five years from the passage 
of this Act of all their investments in common or preferred stocks 
of corporations and of all securities held by them other than 
securities in which Savings Banks and Life Insurance Companies 
are now permitted by law to invest. 
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8. A Bill requiring the savings banks in the State of New 
York to invest and keep invested from and out of all future 
investable funds not less than 40 per cent, of their deposits in 
mortgage loans on improved unencumbered real property. 

As above stated, the showing of the savings ) inks in this regard is most 
gratifying. Taken as a whole the Banks have over 4&% of their deposits 
invested in this way. Some of the most prosper ous of them have over 60% 
so invested. Others, however, have less than 2( % so applied. The purpos 
of this Bill is to compel those who have not con i up to the average to do so. 

The fact that the most prosperous of the bar. ^s have found this to be the 
8afest, best and most lucrative security is sujicient reason for compelling 
the others to apply their funds in the same wa \ 

Senator Lockwood and Asseiritlyman Oaulfield dissent 
from this recommendation on the ground that they do noi 
believe oi compulsory law requiring Savings Banks to invest 
a specific amount of their assets 'in one particular security 
is for the best interests of the depfsitors. Their investments 
are now limited to high grade securities and the Savingsi 
Banks of this State have ^een, for a number of yecors, th^ 
main-stay of the mortgage loan market, especially for home 
loans. Under the present luw they may invest in bonds amd 
mortgages on real estate up to Q^ per cent of their resources. 
The average amount so invested by all of the Banks of then 
State is about 50 per cent, Mcony of them have upwards of 
65 per cent so invested. Those that have a small percentage 
of their assets invested in bonds and mortgage should be re- 
quired by the Superintendent of Banks, or by the Committee, 
to give their teasons, and if they ctire not adequate the Leg- 
islature can then consider a compulsory investment law 
applying to bonds and mortgages. 

9. The passage of the bills recommended in this report will 
create a large amount of additional work for the Superintendent 
of Insurance and the Committee recommends that provision be 
made for at least two additional statisticians and examiners and 
four additional examiners. These extra employees will be abso 
lutely necessary if the work is to be done. 

(4) Emergency Construction by Insurance Companies. 

The reform of abuses among labor unions, the suppression of the 
illegal combinations among manufacturers, contractors, employers 
and others furnishing building materials and the reopening of the 
channels of competition, together with the creation of a loan 
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market will do their shai'e toward eventually restoring normal 
conditions in the building market. 

But all these things will take time. The City of Xew York 
is in urgent need of at least 70,000 additional healthful and sani- 
tary apartments of four rooms each that can be rented at not 
to exceed $9 per month per room. 

The bill recommended by this Committee and now pending be- 
fore your Honorable Body permitting life insurance companies to 
construct such houses during a limited time and in aid of the exist- 
ing emergency will, in the judgment of your Committee, best and 
most expeditiously accomplish that purpose, for the reasons stated 
in the report accompanying the bill. Since that report was made 
preliminary estimates have been taken, the Metropolitan Life In- 
surance Company has undertaken a thorough canvass of the situa- 
tion and estimates have been undertaken. It has been established 
that these houses can be built in convenient neighborhoods so as 
to be rented at not exceeding $9 per room per month and this 
rental will allow a return of 6 per cent upon the investment over 
and above the charges including liberal allowances for repairs and 
depreciation. 

This result can, however, only be obtained if the houses are built 
in large units. The co-operation of oiganized labor and of manu- 
facturers of and dealers in building materials has been even more 
generous than was expected. In almost all lines of the required 
materials manufacturers and dealers have agreed either to sell 
their products at actual cost or at prices far below the market. 
It is estimated that these houses can be built under the conditions 
of co-operation now offered at between 15 per cent and 20 per 
cent less than in the usual way. 

If the pending bill is passed, work will be begun immediately on 
an experimental square block as soon as the contracts for this work 
have been made so as to fix the actual cost of construction. There 
is no reason why contracts for other blocks of houses should not 
immediately follow. 

From the point of view of the insurance companies that may 
choose to engage in this undertaking and of their policyholders, the 
investment is believed to be a safe, conservative and lucrative one, 
apart from the splendid public service involved and the advantages 
to be derived therefrom by its own great army of policyholders liv- 
ing in the City of New York and who are the ones most affected 
by the existing housing crisis. 
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The Metropolitan Life Insurance Company has 2,250,000 
policies outstanding in the City of New York that are held by 
1,900,000 individuals, equivalent to over 30 per cent of the popu- 
lation. These are mainly small industrial policies held by working 
people who are the ones directly affected by the existing situation. 
The Prudential Life Insurance Company has at least one-half that 
number of policies outstanding in the City of New York so that 
these two companies may justly be said to be holding in trust the 
funds of the greot majority of the people of the City of New 
York who are most in need of this relief. 

The application of a limited amount of the funds of these com- 
panies to that purpose, assuming that the investment is safe, is 
in the judgment of your Committee the best use to which these 
funds can be put in the interest of the policyholders, 

(5) Other BiUs. 

1. A Bill peiinitting the people to appeal to the Appellate 
Division of the -J^upreme Court and to the Court of Appeals at any 
time within six months after the making of an order, ruling or 
decision by any Court dismissing an indictment, other than at 
the trial and on the merits. 

The present condition of the law is anomalous in this respect. 

An order sustaining a demurrer to an indictment is now appeal- 
able by the People, but if the application takes the form of a 
motion to dismiss the indictment the order made thereon is not 
appealable. Again, if a demurrer to an indictment is overruled the 
defendant may appeal and if the order is reversed by the Appel- 
late Division of the Supreme Court the People may appeal from 
such an order to the Court of Appeals. 

In other words, they have the right of appeal from the determi- 
nation of an Appellate Court but no right of appeal from the deci- 
sion of the Court below. This condition has wrought grave 
injustice to the People. Thousands of indictments have been dis- 
missed and rules of law have been laid down that are believed to 
be untenable, against the protests of the prosecuting officer and 
with respect to which there is no redress on the part of the People. 

2. This same Bill should also provide that in all cases in which 
the Public Prosecutor consents to or opposes the dismissal of in- 
dictment without trial the reasons for such action shall be stated in 
writing in detail and filed with the order dismissing the. indict- 
ment and that there shall be prepared and filed by the Clerk of 
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the Court a montMy statement of all indictments that have been 
dismissed, the member of the Court by whom this action was taken 
and whether or not the same was with the consent or against the 
opposition or upon the recommendation of the Prosecutor and that 
all such lists shall be kept open for public inspection. 

Senator Cotillo and Assemblyman Hamill dissent from 
these two recommendations on the ground that they do not 
believe the present law should be changed. 

3. A Bill amending the charter of the City of New York so that 
the City may at its election avail itself of contracts of subcon- 
tractors where the principal contractor fails to complete his 
contract. 

The reasons for this legislation are fully stated in the Report. 

There is a great demand for mortgage loans for home building 
throughout the State, especially from people who desire to build 
and own a home, and for the erection of multi-family houses 
to be rented at reasonable cost. The requirements of the mort- 
gage loan market can largely be met if there is the fullest co- 
operation and willingness to lend on properly secured mortgage 
loans by savings banks, life, fire and other insurance companies. 

Your Committee is of the opinion that if these corporations 
will co-operate with the Superintendents of Banks and Insurance, 
the stimulation of construction can be greatly aided and a long 
step forward taken toward terminating!; emergency. 



There are further subjects of proposed legislation developed by 
the investigation that your Committee is unable now to present 
from lack of time and opportunity for further study and prepara- 
tion of the necessary Bills. 

COUNSEL AND STAFF. 

The people of the State and the Committee were most fortunate 
in obtaining the valuable services of three eminent members of the 
Bar^ who prepared the briefs in the group of rent law test cases 
presented to the Appellate Division of the Supreme Court, Court 
of Appeals of New York, Federal District Court, the Circuit 
Court of Appeals and the Supreme Court of the United States. 

The Attorneys who gave this great service to the State, without 
charge, and who acted as special Deputy Attorneys General, ate 
Hon. William D. Guthrie, Hon. Julius Henry Cohen, Bernard 
Hershkopf, Esq. 
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Since the formation of the Committee, in 1919, Elmer G. Sam- 
mis, Esq., has been its counsel specially charged with the prepara- 
tion of the Rent Laws and with attention to the litigation involv- 
ing them. He rendered excellent service, in association with the 
distinguished attorneys, and also in many hundreds of rent 
cases, and in these special matters has asked no compensation. 

The powers and duties of the Committee having been broadened 
in their scope by the resolutions of September, 1920, and Feb- 
ruary, 1921, it was necessary to obtain eminent counsel to con- 
duct a searching inquiry into every phase of the subject, as com- 
plex problems of industry, commerce and finance confronted it. 
The State was saved great expense by the generous announcement 
of Mr. Samuel Untermyer that he would undertake the work as 
a public service without compensation. He has spared no effort, 
and has contributed the greater part of the past eighteen months 
of his valuable time and superb ability, and from his own pocket 
has paid a considerable sum in the employment of his own staff 
of assistants. 

The resolution required the Committee to examine into the 
existence of illegal combinations, and it became necessary for Mr. 
Untermyer, as Counsel, to inaugurate and personally conduct, 
and, when not so engaged, to supervise the criminal prosecutions 
arising out of the disclosures made by the Committee. These 
prosecutions were many and important, involving offenses against 
Federal and State Laws. To accomplish speedy and satisfactory 
results the assistance of Governors Nathan L. Miller and Alfred 
E. Smith, Hon. Charles D. Newton and the Federal Department 
of Justice was enlisted, and a separate organization for the 
prosecution of these cases was set up imder the direction of 
Counsel with a staff of able and distinguished prosecutors. This 
work has been most successful under the direction of Mr. Samuel 
Untermeyer. The Committee appreciates the excellent work 
done by its entire staff. 
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The Committee has had the fullest co-operation and assistance 
from Governor Nathan L. Miller, former Governor Alfred E. 
Smith, Hon. Charles D. Newton, Attorney General of the State 
of New York, Hon. Harry M. Dougherty, Attorney General of 
the United States, the Presidents Pro-Tem of the Senate, the 
Speakers of the Assembly, Leaders of the Legislature and all its 
members, Eobert C. Cumming, Esq., and William F. McCormaek, 
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Bill Drafting Commissioners, the State Reconstruction Commis- 
sion, the Justices of the Municipal Court, the Mayor's Committee 
on Bent Profiteering, Hon. Frank Mann, Tenement House Com- 
missioner, Hon. Eoyal S. Copeland, Health Commissioner, Hon. 
Richard E. Enright, Police Commissioner, Hon. Nathan Hirsch, 
Hon. Arthur J. W. Hilly and many Civic and Charitable 
organizations. 

In the prosecutions we are especially indebted to Attorney Gen- 
eral Newton and Staff, Hon. William Hayward, United States 
District Attorney for the Southern District of New York, Hon. 
Joab H. Banton, District Attorney of New York County, and 
Staff, Hon. Guy C. Moore, District Attorney of Erie County, and 
Hon. Robert L. Johnstone, Ferdinand Pecora, Esq., and Stanley 
Richter, Esq., Assistant District Attorneys of New York County. 

The present members of the Housing Committee want to com- 
mend the work done by the following former members of the 
Legislature, who, during their terms of office, served on the 
Conmiittee : 

Hon. Peter A. Abeles, former Member of the Senate. 
Hon. Abraham Kaplan, former Member of the Senate. 
Hon. Ida B. Sammis, former Member of the Assembly. 
Hon. Earl H. Miller, former Member of the Assembly. 
Hon. Nicholas M. Pette, former Member of the Assembly. 
Hon. Edward J. Neary, former Member of the Assembly. 

Respectfully submitted, 

CHARLES C. LOCKWOOD, 

Chairman. 

THOMAS A. McWHINNEY, 

Vice-Chairman. 

JAMES H. CAULFIELD, Jb., 

Secretary. 
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